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Chapter  I 
Introduction 

In  his  message  to  the  Congress  of  December  8,  1971  on  the  subject 
of  pension  reform,  the  President  directed  the  Departments  of  Labor  and 
Treasury  to  undertake  a  one-year  study  to  determine  the  extent  of  bene- 
fit losses  arising  from  pension  plan  terminations.   The  President 
stated: 

"The  extent  to  which  terminations  occur,  the  number 
of  workers  who  are  affected,  and  the  degree  to  which 
they  are  harmed  are  questions  about  which  we  now 
have  insufficient  information.   This  information  is 
needed  in  order  to  determine  what  Federal  policy 
should  be  on  questions  such  as  funding,  the  nature  of 
the  employer's  liability,  and  termination  insurance." 

Accordingly,  the  Treasury  Department  conducted  a  survey  of  all 
pension  plan  terminations  reported  to  the  Internal  Revenue  Service 
during  1972.   Although  appropriate  for  single  employer  plans,  the  one- 
year  Treasury  survey  of  terminated  pension  plans  was  not  expected  to 
yield  sufficient  data  on  multiemployer  plan  terminations  because  few 
multiemployer  plans  terminate  in  any  given  year.   For  this  reason,  the 
Labor  Department  conducted  a  special  survey  of  multiemployer  plans 
identified  as  having  terminated  during  the  period  January  1965  through 
December  1971.   Because  of  differences  in  methodology,  the  results  of  the 
Treasury  survey  covering  all  plana  and  the  results  of  the  Labor  survey 
covering  multiemployer  plans  are  not  comparable.   Accordingly,  the  results 
of  the  Labor  survey  are  shown  separately  in  Chapter  6. 

Because  of  the  urgent  policy  interest  of  the  Administration,  the 
Congress,  and  the  general  public  in  the  results  of  the  study,  an  interim 
report  was  prepared  in  February  1973.   The  interim  report  was  based  on 
data  tabulated  and  processed  for  terminated  pension  plans  reported  to 
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the  Internal  Revenue  Service  during  the  first  7  months  of  1972  and  on  data 
on  multiemployer  plan  terminations  found  in  the  Labor  survey  covering  the 
1965-1971  period.   The  final  report  encompasses  Treasury  data  for  reported 
pension  plan  terminations  during  1972.   The  Labor  survey  data  in  the  interim 
report  remained  unchanged  in  the  final  report. 

Chapters  2  through  5  of  this  report  present  the  results  of  the  Treasury 
survey  of  pension  plans  reported  terminated  during  1972.   Chapter  2  and 
the  Appendix  discuss  what  is  meant  by  a  "termination"  and  the  scope  and 
method  of  the  survey.  \J 

Chapter  3  discusses  the  number  of  terminations  and  extent  of  benefit 
losses  reported  during  1972.   About  19,400  claimants  in  546  plans  lost  bene- 
fits out  of  42,000  claimants  in  1,227  terminated  plans.   Claimants  losing 
benefits  represent  about  eight  one-hundredths  of  one  percent  of  all  workers 
covered  by  private  pension  plans.   Of  the  19,400  claimants  with  losses, 
about  8,500  claimants  were  retired,  eligible  for  retirement,  or  fully 
vested.  Tj     The  total  present  value  of  benefits  lost  by  all  claimants  with 
losses  was  about  $48.7  million,  or  about  $2,500  per  claimant.   In  other 
words,  for  all  claimants  to  receive  their  full  benefits,  the  assets  of  the 
terminated  plans  with  losses  should  have  been  $48.7  million  greater.   For 
the  8,500  claimants  with  losses  who  were  retired,  eligible  for  retirement, 
or  fully  vested,  the  present  value  of  benefits  lost  was  about  $34.4  million, 
or  about  $4,100  per  claimant.   In  addition,  $14.2  million  of  benefits  were 

\l   The  closure  of  a  P.  Ballantine  &Sons  plant  and  the  withdrawal  from  a  multi- 
employer plan  was  not  reported  as  a  partial  termination  to  the  Internal 
Revenue  Service  and  consequently  was  not  included  in  the  survey.   See 
footnote  3  on  page  52. 

Ij   Throughout  this  study  "vested"  means  vested  under  the  plan's  vesting  pro- 
vision applicable  to  separation  from  service.   It  does  not  mean  vested  as 
a  result  of  plan  termination  or  of  meeting  early  or  normal  retirement 
requirements . 


lost  by  10,900  other  active  participants,  including  an  unknown  number 
who  were  partially  vested  before  termination. 

Chapter  4  discusses  the  characteristics  of  plana  reported  terminated 
in  1972.   The  survey  found  that  about  two-thirds  of  the  claimants  with 
losses  were  in  the  81  plans  with  100  claimants  or  more  at  time  of 
termination.   Plans  that  were  at  least  5  years  old  at  time  of  termination 
accounted  for  most  claimants  with  losses.   The  great  majority  of  all 
terminated  plans  experienced  declining  numbers  of  active  participants 
during  the  years  prior  to  termination. 

Chapter  5  discusses  characteristics  of  employers  whose  plans  were 
terminated.   Manufacturing  accounted  for  a  majority  of  claimants  and 
a  majority  of  claimants  with  losses.   Limited  data  available  on  em- 
ployer income  and  net  worth  suggest  that  half  of  the  claimants  with 
losses  were  in  terminated  plans  of  unprofitable  employers. 

Chapter  6  presents  the  results  of  the  special  Labor  Department 
survey  of  jointly  administered  multiemployer  pension  plans  under  col- 
lective bargaining  which  terminated  during  the  1965-1971  period.   As 
of  July  1973,  data  were  available  for  64  of  the  79  plans  included  in 
this  survey.   These  64  plans  covered  57,690  participants  at  termination; 
the  median  number  of  participants  covered  by  these  plans  was  355.   A 
total  of  52  of  the  plans,  covering  nearly  56,000  or  97  percent  of  the 
participants  in  the  64  plans,  terminated  because  of  merger  into  another 
plan.   Only  674  participants  (just  over  one  percent  of  all  participants) 
in  5  plans  lost  or  may  lose  benefits.   About  60  percent   of  these  partici- 
pants were  retired,  eligible  for  retirement,  or  vested.   In  the  plans  in 
which  benefit  losses  have  occurred,  participants  who  lost  benefits,  lost 
all,  or  nearly  all,  of  their  accrued  benefits. 
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Chapter  -  2 
Scope  and  Method  of  Study 

The  study  consists  of  data  derived  from  two  distinct  surveys. 
The  first  is  a  survey  of  all  pension  plan  terminations  reported  to 
the  Internal  Revenue  Service  during  1972.   This  survey .covering 
hundreds  of  plans,  was  designed  to  yield  reliable,  national  estimates 
of  the  nature  and  extent  of  employee  benefit  losses  resulting  from 
pension  plan  terminations.   A  benefit  loss  for  purposes  of  this  survey 
results  when,  at  time  of  termination,  the  amount  distributed  (or  to 
be  distributed)  to  a  participant  is  less  than  the  lump  sum  required 
to  provide  benefits  accrued  under  the  plan.  \_l 

Almost  all  the  plans  in  the  survey  are  single-employer  plans. 
Very  few  multiemployer  plans  terminate  in  any  given  year.   The  few 
multiemployer  plans  in  this  one-year  survey  are  inadequate  to  serve 
as  a  representative  sample  of  what  could  be  expected  to  occur  in  the 
future  for  this  important  group  of  plans.   To  supplement  the  survey  of 
pension  plan  terminations  reported  in  1972,  the  Labor  Department  con- 
ducted a  special  survey  of  multiemployer  plans  identified  as  having 
terminated  during  the  period  of  January  1965  through  December  1971. 
The  results  of  this  survey,  including  its  methodology,  are  described 
in  Chapter  6. 

Money  purchase  and  profit-sharing  retirement  plans  were  omitted 
from  this  survey.   In  these  types  of  plans  individual  accounts  are 


\^/   More  technically,  this  is  the  present  value  of  the  accrued  benefits 
when  discounted  by  the  interest  and  mortality  rates  used  by  the  plan, 
or  in  some  cases,  by  the  insurer  providing  the  annuity. 
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created  for  each  participant.   Instead  of  benefit  rights  which  may 
or  may  not  be  funded,  participants   in  such  plans  accrue  the  value  of 
contributions  made  to  their  accounts,  dIus  investment  earnings,  if  any. 
In  effect,  there  can  be  no  benefit  loss,  although  if  investment  exper- 
ience is  poor,  the  market  value  of  a  participant's  account  can  be  less 
than  the  sum  of  the  contributions  that  were  made  to  it.   A  separate, 
less  comprehensive  survey  was  conducted  of  terminated  money  purchase 
and  profit-sharing  plans  reported  during  1972.   A  summary  of  results 
from  this  survey  will  be  presented  in  a  separate  report  by  the 
Treasury  Department. 
Definition  of  Plan  Termination 

Before  discussing  the  procedures  of  the  1972  survey,  it  is  impor- 
tant to  clarify  at  the  outset  what  consitutes  a  "termination."   There 
are  actually  two  distinct  types  of  pension  plan  terminations:   "complete 
terminations"  and  "partial  terminations."   Benefit  losses  may  occur  in 
both  types  of  terminations. 

In  a  complete  termination  all  contributions  to  the  pension  fund 
are  discontinued.   The  plan  ceases  to  exist  and  its  assets  (if  any)  are 
allocated  to  the  participants  and  retirees  of  the  plan. 

A  partial  termination  is  defined  indirectly  by  the  Internal  Revenue 

Service  as  follows: 

"Whether  or  not  a  partial  termination  of  a  qualified  plan 
occurs  when  a  group  of  employees  who  have  been  covered  by 
the  plan  is  subsequently  excluded  from  such  coverage 
either  by  reason  of  an  amendment  to  the  plan,  or  by  reason 
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of  being  discharged  by  the  employer,  will  be  determined 
on  the  basis  of  all  the  facts  and  circumstances.   Simi- 
larly, whether  or  not  a  partial  termination  occurs  when 
benefits  or  employer  contributions  are  reduced,  or  the 
eligibility  or  vesting  requirements  under  the  plan  are 
made  less  liberal,  will  be  determined  on  the  basis  of 
all  the  facts  and  circumstances."  2^/ 

The  partial  terminations  identified  in  the  survey  were  the  result 
of  two  types  of  events:   closure  of  a  plant  or  division  of  a  single 
employer,  and  the  withdrawal  of  a  major  employer  from  participation  in 
a  multiemployer  plan.   In  a  partial  termination,  a  proportionate  dis- 
tribution from  the  assets  of  a  pension  plan  is  made  to  the  group  of 
affected  participants.   Partial  terminations  can  therefore  generate 
losses  because  a  proportionate  share  of  assets  will  be  less  than  the 
associated  liabilities  unless  a  plan  is  fully  funded.   However,  there 
are  no  fixed  rules  as  to  when  partial  terminations  can  or  must  be 
declared.   Many  of  the  events  referred  to  in  the  Internal  Revenue 
Service  definition  may  occur  without  being  reported  to  the  Internal 
Revenue  Service  and,  if  reported,  might  not  be  ruled  as  such. 
Scope  and  Limitations 

Under  present  law,  a  pension  plan  must  be  "qualified"  in  order 
for  employer  contributions  to  be  a  deductible  business  expense  and 
for  investment  income  earned  by  the  plan  to  be  tax  exempt.   If  the 
plan  is  not  qualified,  employer  contributions  to  the  plan  are  not 
deductible  except  to  the  extent  they  are  included  by  participants  in 

2/  Regulation  1.401-6  of  the  Internal  Revenue  Code  of  1954. 


their  gross  income  subject  to  tax.  3_/      In  general,  the  requirements 
for  qualification  are  that  the  plan  be  intended  for  the  exclusive 
benefit  of  employees,  that  it  not  discriminate  with  respect  to  benefits 
or  allocation  of  contributions  in  favor  of  highly  paid  employees,  and 
that  it  be  intended  to  be  permanent.   The  plan  is  also  required  to  pro- 
vide that  upon  termination  the  benefit  rights  of  all  employees  be 
nonforfeitable,  i.e.,  vested.  4/   The  manner  in  which  a  plan  is  termi- 
nated can  affect  its  qualified  status.   Its  method  for  the  distribution 
of  plan  assets  must  not  discriminate  in  favor  of  highly  paid  employees, 
and  there  must  be  a  valid  business  reason  for  termination  consistent 
with  the  assumptions  that  the  plan  was  designed  for  the  exclusive 
benefit  of  employees  and  was  intended  to  be  permanent.  _5/ 

Not  all  pension  plans  are  qualified.   Plans  that  pay  benefits 
solely  out  of  current  employer  contributions  receive  no  advantage 
from  tax  qualification  and,  indeed,  could  not  be  qualified.   Such 
plans  are  not  covered  by  the  survey.   However,  very  few  plans  are  of 
this  type,  bl      The  survey  covers  pension  plans  for  which  requests  for 
advance  determination  were  received.   Present  law  does  not  require 


2/  Section  401  of  the  Internal  Revenue  Code  of  1954. 

4/  Section  401(a)-7. 

5/  Revenue  Ruling  69-24,  1969  -  1  CBllO. 

tl   A  survey  of  unfunded  private  pension  plans  in  1962  revealed 
677  basic  plans  (plans  providing  the  whole  retirement  benefit) 
covering  462,000  workers.   This  amounted  to  about  2  percent  of 
persons  covered  by  private  retirement  plans.   There  were  also 
174  supplementary  plans  covering  900,000  workers,  but  these 
plans  were  designed  to  supplement  the  major  pension  benefits 
to  be  provided  by  funded  plans.   See  U.  S.  Department  of  Labor, 
Bureau  of  Labor  Statistics,  Unfunded  Private  Pension  Plans, 
Bulletin  No.  1394,  1962. 


such  advance  determinations.   However,  it  is  believed  that  virtually 
all  plans  with  corporate  trustees  and  insured  plans  request  advance 
determinations  to  protect  their  interests  as  fiduciaries.   A  large 
number  of  requests  were  also  received  from  plans  with  individual 
trustees. 

Plans  with  the  least  risk  of  loss  of  disqualifications  at  termi- 
nation are  collectively  bargained  plans  or  other  plans  for  workers 
where  the  issue  of  discrimination  in  favor  of  highly  paid  employees 
does  not  arise.   Although  such  plans  might  at  first  be  assumed  to 
have  little  interest  in  requesting  a  determination,  they  were  in  fact 
represented  in  the  survey. 
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Appendix  on  Data  Collection  Methods 

The  trustees  of  a  terminating  plan  can  request  an  advance 
determination  from  the  Internal  Revenue  Service  that  the  termina- 
tion would  not  affect  the  qualified  status  of  the  plan.   To  do  so, 
they  submit  Form  A576,  Application  for  Determination  -  Termination 
or  Curtailment  of  Plan,   A  copy  of  Form  A576  is  shown  as  Exhibit  1. 
Every  pension  plan  for  which  a  Form  A576  was  received  during  1972 

is'  included  in  the  survey.   To  record  accrued  benefits  and  amounts 
distributed  for  different  categories  of  claimants  as  well  as  other 
information,  a  Special  Survey  Form  M-0794  was  requested  for  all 
reported  plan  terminations.   A  copy  of  Form  M-079A  is  shown  as  Exhibit  2. 
With  the  exception  of  the  last,  catch-all  category,  "all  other 
participants,"  the  claimant  categories  used  in  the  survey  correspond 
to  the  priority  rankings  established  by  most  plans  for  the  distribution 
of  assets.   "All  other  participants"  includes  partially  vested  active 
participants  and  participants  with  no  vesting  prior  to  termination.  1/ 
Some  plans  establish  priorities  for  distribution  of  assets  by  age  group 
among  nonvested  participants,  particularly  plans  with  restrictive  vesting. 

The  survey  made  no  distinction  between  priority  groups  contained 
in  the  category,  "all  other  participants,"  but  a  discussion  of  the 
matter,  including  age  priorities  found  in  certain  plans,  is  contained 
in  Chapter  3  of  this  report.   The  definitions  of  accrued  benefits. 


1^/  Most  pension  plans  do  not  provide  for  graduated  vesting,  although 
this  is  not  infrequent  in  profit-sharing  plans. 
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present  value  of  benefits  and  amount  distributed  (or  to  be  distri- 
buted), were  designed  to  conform  as  closely  as  possible  to  the 
actuarial  calculations  actually  made  upon  plan  termination.  2/   The 
amount  of  detail  asked  for  on  Form  M-079A  was  limited  by  two  major 
considerations:   first,  the  more  complicated  the  form,  the  less  would 
be  the  response  rate  from  terminating  plans.   Secondly,  any  actuarial 
calculations  that  would  be  required  to  complete  Form  M-0794  could 
impose  costs  on  terminated  plans.   Any  such  costs  would  reduce  amounts 
available  for  distribution  to  plan  claimants.   For  this  reason,  the 
figures  called  for  on  Form  M-0794  were  limited  to  those  that  actuaries  of 
most  terminated  plans  had  to  compute  in  any  case  to  determine  the  prppex 
distribution  of  plan  assets. 

To  gain  information  on  the  characteristics  of  employers  reporting 
terminations,  further  data  were  transcribed  from  the  income  tax  returns 
of  employers  when  the  returns  could  be  located.   Information  transcribed 
included  standard  industrial  classification,  taxable  income,  and  net 
worth  of  the  employer. 

Examination  of  Forms  4576  filed  for  all  plans  indicates  that  for  many 
collectively  bargained  plans  they  are  incomplete.   In  particular.  Schedule  A 
of  the  form  which  asks  for  data  about  the  25  highest  paid  employees  is  left 
blank  except  for  a  notation  that  the  schedule  is  inapplicable  to 


2/  The  definitions  are  similar  to  those  used  by  Griffin  and  Trowbridge 
in  their  survey  of  funding  of  private  pension  plans.   See:   Frank 
L.  Griffin,  Jr.,  and  Charles  L.  Trowbridge,  Status  of  Funding  Under 
Private  Pension  Plans,  (Richard  D.  Irwin,  Inc.,  Homewood ,  Illinois, 
1966)  pp.  98-101. 


-  11 


such  a  plan.   Thus  it  appears  that  such  plans  with  least  risk  of  dis- 
qualifications do  file,  but  file  incomplete  forms.   The  survey  Form  M- 
0794  was  sent  to  all  pension  plans  for  which  Form  4576  was  raceived,  in- 
complete or  not. 

A  Form  M-0794  was  received  for  all  reported  terminations,  but 
in  a  number  of  cases,  the  form  was  not  completely  filled  out,  or 
there  appeared  to  be  discrepancies.   All  survey  forms  were  reviewed 
and  extensive  follow-up  procedures  were  employed  to  resolve  discrepancies 
and  assure  completeness  where  possible.   There  were  several  instances 
in  which  no  benefit  data  were  shown  for  claimants  in  the  category   all 
other  participants,  although  data  were  shown  for  other  categories. 
This  occurred  among  plans  whose  funds  were  exhausted  in  paying  benefits 
to  higher  priority  claimants.   Since  there  was  nothing  left  to 
distribute,  no  further  computations  were  made.   Such  computations  are 
costly  for  actuaries  to  make  and  thus  could  not  reasonably  be  asked 
for  in  these  cases.   However,  the  survey  did  determine  whether  some  or 
all  benefits  were  lost  in  these  cases  even  though  the  amount  of  loss 
could  not  be  determined.   Out  of  the  10,900  persons  classified  as  "all 
other  claimants"  who  lost  benefits,  there  were  2,531  for  whom  the  dollar 
value  of  benefits  lost  were  unknown.   Of  the  2,531  persons,  it  was  known 
that  948,  or  37  percent,  lost  all  benefits. 

There  were  also  difficulties  with  the  reporting  of  accrued  benefits 
in  several  plans  funded  solely  by  individual  annuity  type  contracts. 
IVhile  the  cash  values  of  such  a  contract  at  termination  are  defined  in 
the  contract  itself,  this  is  not  the  case  for   accrued  benefits.   The 
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contract  states  the  total  benefit  to  be  paid  upon  completion  of 
scheduled  payments  but  does  not  necessarily  contain  a  schedule  of 
present  values  of  benefits  prorated  over  the  life  of  the  contract. 
To  resolve  this  difficulty.  Treasury  staff  consulted  with  insurance 
industry  representatives  who  assisted  in  analyzing  the  schedules  of 
cash  values  under  different  individual  annuity  contracts  currently 
being  sold.   It  appeared  that  after  the  earliest  years  of  the 
contract,  the  cash  values  of  the  contract  were  at  least  sufficient 
to  finance  the  cost  of  prorated  retirement  benefits.   However,  this 
need  not  be  the  case  if  premium  payments  had  lapsed  prior  to 
termination  or  if  there  had  been  employer  borrowing  of  accumulated 
cash  values.   In  those  cases  where  the  M-0794  was  incomplete  but  where 
the  plan  was  in  existence  more  than  a  year  and  it  could  be  determined 
that  there  had  been  no  premium  lapse  or  borrowing  of  cash  values,  it 
was  assumed  that  no  benefit  loss  occurred. 

It  should  be  pointed  out  that,  in  a  particular  case,  the  plan 
definition  of  accrued  benefits  may  be  different  from  the  definition 
used  in  the  survey.   If  so,  the  actual  loss  of  benefits  in  such  cases 
may  be  either  less  than  or  greater  than  the  reported  loss  of  "accrued 
benefits." 


Exhibit    1 
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4576 


Jonuory    1970 
Department  of  th«  Trt 
Inlarnal  R*v«nu«  S«i 


Application  For  Determination 

Termination   or  Curtailment  of  Plan 
(Under  sections  401,  405(a)  and  501(a)  of  the  Internal  Revenue  Code) 


NOTE:  Ttie  term  trust,  as  used  on  this  form,  includes  custodial  account. 


1.   Determinotion  Requested  for — 

□   Termination    (including  partial  termination  or  complete  discontinuance  of  contributions)  □   Curtailment 


2.   Nome  and  address   (indue 

ing  ZIP  code)   of  employer 

3.   Employer  identification  number 

4.  Type  of  entity 

□  Corporation          □   Sole  proprietor 

□  Porfnerstiip           D   Other  (Specify) 

S.   Name  and  address  (including  ZIP  code)  of  trustee 

6.   Name  of  trust 

7.  Employer  identification  number  of  trust 

8.  Month  accounting  period  of  trust  ends 

9.   Nome  of  plan 

10.  Type  of  plan 

□  Pension      □  Annuity      □  Money  purchase 

□  Profit-sharing      □  Other  (Specify) 

11.   Effective  dote  of  plan 

1  2.   Dote  and  symbols  of  latest  determination  letter 

13.   Effective  date  of  termination  or 
curtailment 

14.   Reason  for  termination  or  curtailment 


16.  Full  vesting     Q  Yes  D  No  (If  "No"  explain) 


15.   Nature  of  curtailment — Decrease  in 

□   Coverage  □  Contributions  □   Benefits 

Q  Other  (Specify) 


17.  Will  trust  con- 
tinue after  dis- 
continuance of 
contributions? 

D  Yes      D  No 


18.  Forfeitures: 

(a)  Total  forfeitures  for  AIL  plan  years   (See  specific  instructions) $ 

lb)  Ratio  of  total  forfeitures  to  total  non-deferred  compensation  for  all  plan  years 

(c)  Explain  basis  on  which  forfeitures  were  allocated; 


19.   Number  of  plan  participonts  for  current  plan  yeor  and  FIVE  prior  plan  yeors   (See  specific  instructions) 
U^  [19  19  [\9  fT9  19 


Current  year 
fS«e  ipteitic  tnttr.) 


Beginning  of  year 


Added  during  the  year 


Subtotal 


Dropped  during  year 


Total  end  of  year 


20.    If  answer  to  any  of  the  following  questions  is  "yes",  furnish  details 


(a)  Will  any  funds  revert  to  or  become  available  to  the  employer? 

(b)  Were  any  funds  under  the  plan  at  any  time  contributed  in  the  form   of,  or  invested   in,  obligations  or 
property  of  the  employer  or  any  controlled  corporation.    (See  specific  instructions)    

(c)  Do  distributions  include  property  other  than  cosh?    

(d)  If  self-employed  individuals  are  included,  hove  distributions  been  made,  or  will  distributions  be  made 
prior  to  age  59  Vj   years? 

(e)  Is  any  issue  relating  to  the  qualification  of  this  plan,  or  exemption  of  the  trust,  currently  pending  be- 
fore the  Internal  Revenue  Service  or  any  court? 


Yes        No 


Under  penollies  of  perjury,  I  declore  that  I  have  examined  this  application,    including   accompanying   statements,   and   to 
the  best  of  my  knowledge  and  belief  it  is  true,  correct,  and  complete. 
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SCHEDULE   D.      Trust  Balance   Sheet    (Complete   If   truitaed   plan) 


At  of                                                                        (Hnt«  of  tfi 

mination  or  curtailment) 

ASSETS 

Cost  or  other  baiii 

tif  prolit-iharlng  do  not 
compfvft  thil  tolnmni 

Fair  market 
value 

1.  Cash 

$ 

$ 

2.   Bonds 

3.  Capitol  Stock 

(a)    Employer 

(b)    Other 

4.   loans  to  employer  or  subsidiaries 

5.   Mortgage  and  real  estate  loans 

6.    Other  investments   (itemize) 

7.   Real  estate  (net) 

8.  Other  assets 

9.  Total  assets 

i 

$ 

LIABILITIES 
10.  Accounts  Payable 

$ 

$ 

1 1.   Notes  payable 

12.   Mortgoges  payable 

13.  Other   (itemize) 

14.  Total  liabilities 

EQUITY 
15.    Porlrciponts'  interest 

16.   Totol  lifibilitles  and  equity 

$ 

$ 

GENERAL  INSTRUCTIONS 


A.  WHO  MAY  FILE — Any  employer  who  desires  a  deter- 
mination letter  OS  to  the  effect  of  termination  of  a  plan  on 
its  prior  qualification  under  sections  401(a)  and  405(a) 
of  the  Code,  and,  If  applicable,  the  exempt  status  of  the 
'elated  trust  under  section  501  (a).  The  term  "termination" 
olso  includes  complete  discontinuance  of  contributions. 


B.  WHERE  TO  FILE — This  application  must  be  filed  with 
the  District  Director  who  Issued  the  latest  determlnotlon 
letter. 

C.  SIGNATURE — This  application  must  be  signed  by  the 
proprietor,  a  partner,  or  principal  officer  or  trustee  author- 
ized to  sign. 


SPECIFIC  INSTRUCTIONS 

fTo  corrtipond  wflh  nwmbtrtd  Ittma) 


Items  18,  19  ond  Schedule  A.  Plon  Yeor — The  informa- 
tion required  In  items  1  8,  19  and  Schedule  A  Is  for  the  plan 
year  and  not  your  taxable  or  accounting  year.  Ordinarily, 
in  the  cose  of  a  plan  covering  a  single  employer,  the  plan 
year  will   be  the  same  as  the  taxable  or  accounting  year. 

Current  Yeor — The  term  current  year  or  year  of  termina- 
tion or  curtailment  means  the  latest  complete  plan  year  If 
the  termination  or  curtailment  occurred  at  the  end  of  such 
yeor,  or  the  period  from  the  end  of  the  latest  complete 
plan  year  to  the  dote  of  the  termination  or  curtailment. 


Where  a  plan  covers  several  employers,  each  employer 
must  furnish  complete  information  for  items  18,  19  and 
Schedule  A  as  to  Its  participation  in  the  plan.  In  lieu  of 
furnishing  the  information  each  employer  may  submit  its 
own  Form  4576. 

Line  20(b).  A  corporation  controlled  by  the  employer 
Is  a  corporation  controlled  through  ownership,  directly  or 
indirectly  of  50  percent  or  more  of  the  total  combined  vot- 
ing power  of  all  classes  of  stock  entitled  to  vote  or  50 
percent  or  more  of  the  total  value  of  shares  of  all  dosses 
of  stock. 


Exhibit   2      "    ^^  - 

SURVEY  DATA  SHEET  -  TERMINATING  PENSION  PLANS 

(Other  than  Money  Purchase) 


PART  I 


1 .  Name  of  plan  (Form  4576.  Item  9) 

2.  Effective  date  of  plan 
(Form  4576.  Item  11) 

3.  Name,  address  of  employer  (Form  4576,  Item  2) 

4.  Effective  date  of  termination 
(Form  4576.  Item  13) 

5.  Employer  Identification  No. 
(Form  4576.  Item  3) 

6.  Reason  for  termination  (Check  applicable  boxes) 
1     1  (a)  Change  of  ownership  by  sale  or  transfer 
1     1  (b)  Change  of  ownership  by  merger 
1     1  (c)  Adverse  business  earnings 

1     1  (d)  Liquidation  or  dissolution  of  employer  organization 
1     1  (e)  Adoption  of  new.  superseding  plan 
1    1  (f|   Lack  of  employee  participation 
□  (g)  Other  (Specify/ 

7.  Medium  of  funding  (Check  applicable  boxes) 
1     1  (a)  Individual  annuity-type  contracts        % 
1     1  (b)  Group  annuity-type  contracts 
1     1  (c)  Stock  of  regulated  investment  companies 
1    1  (d)  U.S.  retirement  bonds 
1     1  (e|  Employer  corporation  securities 
1     1  (f)  General  investments 
□  (g)  Other  (Specifyl 

8.  District 

9.  Name  of  Pension  Specialist 

PART  II 


Total 
Number 

la) 

ACCRUED  BENEFITS 

Category  of  Participant 
or  Claimant 

Amount 

lb) 

Present  * 

Value 

Ic) 

Amount  distributed 

(or  to  be  distributed) 

Id) 

1.  Retirees  and  beneficiaries 
(Including  disability  retirees) 

2.  Eligible  for  normal  retirement 

3.  Eligible  for  early  (but  not  normal) 
retirement 

4.  Fully  vested  prior  to  termination 

(Other  than  normal  or  early  retirement) 

5.  Former  employees  (Other  than  retirees) 
with  deferred  claims  prior  to  termination 

6.  All  other  active  participants 

7.  Total  (Add  lines  1  through  6) 

8.  Net  amount,  if  any,  returned  to 
employer 

*  In  computing  present  value  of  accrued  benefits,  interest  rate  assumption  was. 


Remarks: 


Ho.miVl-0794 


InternnI  flpv«iuio  Siii 
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FORM  M-0794  INSTRUCTIONS 

(to  correspond  with  numbered  lines  and  lettered  columns) 


Parti,    lines  1  through  9. -Self-explanatory. 
Part  II,  line  1. "Retirees  and  beneficiaries  include  disabled 
retirees  and  relate  generally  to  noninsured  plans  under  which 
such  persons  are  paid  from  the  assets  of  a  trust,  custodial 
account,  or  other  fiduciary  account.    They  should  not  be  in- 
cluded if  their  retirement  annuity  or  other  benefits  do  not 
constitute  a  claim  against  the  assets  of  the  trust  or  fund  — 
e.g..  Insured  plans  where  the  benefits  are  guaranteed  by  the 
terms  of  an  insurance  contract  and  paid  by  an  insurance 
company  which  maintains  the  individual  retiree  or  beneficiary 
records.    Also  do  not  include  tieneficianes  to  whom  lump-sum 
payments  were  made  prior  to  plan  termination. 

Line  2.— Include  in  this  category  all  active  participants  who 
ere  eligible  for  normal  retirement  benefits,  but  who  have  not 
yet  retired  as  of  the  plan's  termination  date. 

Line  3.— Include  in  this  category  all  active  participants  who 
are  eligible  for  early  retirement  benefits,  txjt  are  not  yet 
eligible  for  nomial  retirement. 

Line  4.— Include  in  this  category  active  participants  whose 
rights  are  fully  (100%)  vested  prior  to  termination,  but  who 
are  not  eligible  lor  either  early  or  normal  retirement. 


of  years  of  credited  service  to  date  to  the  number  of  years 
of  credited  service  that  would  have  been  available  at 
normal  retirement  age,  if  the  plan  had  not  been  terminated. 
If  the  terms  of  the  plan  do  not  provide  for  an  uncredited 
waiting  period,  "credited  service"  should  be  computed 
from  date  of  employment;  if,  however,  the  plan  provides 
for  an  uncredited  waiting  period,  "credited  service" 
should  be  computed  from  date  of  completion  of  uncredited 
waiting  period. 

Accrued  benefits  should  be  computed  without  regard  to 
whether  funds  arp  available  to  finance  them,  or  whether 
they  are  vested  prior  to  date  of  termination. 

Column  (c).— Enter  In  column  (c)  the  present  value  (as  of 
the  plan's  termination  date)  of  ac^.ued  benefits  shown  in 
column  (b)  computed  on  the  basis  of  "present  value"  tables. 
Enter  in  the  space  provided  in  the  footnote  the  assumed  dis- 
count rate  used  in  computing  such  present  values.    In  the 
case  of  an  annuity  or  comparable  type  plans,  the  cost  of  an 
annuity  covering  all  accmed  benefits  may  be  used  in  lieu  of 
computing  the  present  value  of  the  benefits  shown  in  column 
(b|. 


Line  6.— Include  former  emfjloyees  who  have  claims,  prior  to 
termination,  for  deferred  benefits.    Usually  these  former  em- 
ployees will  be  those  who  left  the  plan  prior  to  termination 
with  some  vested  rights. 

Line  6.— Include  all  active  participants  other  than  those  in 
lines  1   through  5. 

Column  (b).--For  purposes  of  determining  accrued  benefits, 
compute  the  benefits  accrued  on  the  basis  of  the  following 
formula; 

The  amount  of  benefits  each  participant  would  be  entitled 
to  at  normal  retirement  age  at  his  current  average  salary 
computed  in  accordance  with  thb  plan  provisions  applica- 
ble at  nonnal  retirement  (assuming  he  did  not  die  or  other- 
wise leave  the  plan)  multiplied  by  the  ratio  of  the  number 


Column  (d). —Enter  the  market  value  of  benefits  distributed  or 
proposed  to  be  distributed  as  of  the  termination  date— even 
though  actual  distribution  may  not  have  been  completely 
effected  by  that  time.    In  case  a  trust,  custodial  account,  or 
fiduciary  account  will  continue  after  the  plan's  termination 
and  the  market  value  of  distributable  amounts  cannot  readily 
be  determined,  enter  the  estimated  amount  that  is  likely  to 
be  distributed  until  The  assets  of  the  fund  or  trust  are  ex- 
hausted.   In  such  cases,  please  indicate  by  a  footnote  that 
the  amounts  In  column  (d)  are  "estimated,  since  trust  con- 
tinues after  termination." 


(If  data  cannot  be  provided  separately  for  the  six  categories 
in  Part  II,  indicate  by  brackets  which  categories  have  been 
combined.) 


fwm  M-<t|-rj)fl  H113>;i'il 
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Chapter  3 
Number  of  Terminations  and  Extent  of  Benefit  Losses 

The  study  covered  1,227  pension  plan  terminations  (with  42,000 
claimants)  reported  during  1972.   All  18,700  claimants  in  652  plans  had 
no  losses  because  these  plans  had  sufficient  assets  to  cover  all  accrued 
benefits.   About  19,400  out  of  the  23,100  claimants  in  546  plans  lost 
benefits  because  of  insufficient  assets  at  termination.  \_l 

Typically,  those  who  lost  benefits  lost  over  50  percent  of  their 
benefits.   The  average  present  value  of  benefits  lost  per  claimant 
was  $2,500.   The  total  present  value  of  benefits  lost  for  all  claimants 
was  $48.7  million. 

Approximately  8,500  of  the  claimants  with  losses  were  retirees,  per- 
sons eligible  for  early  or  normal  retirement,  and  current  or  past  plan 
participants  with  vested  benefit  rights.   The  average  present  value  of 
benefits  lost  by  the  8,500  claimants  was  $4,100.   The  total  benefits  lost 
by  all  claimants  in  these  specific  categories  were  $34.4  million.   "Cn  addi- 
tion, $14.2  million  of  benefits  was  lost  by  10,900  other  active  participants, 
including  an  unknown  number  who  were  partially  vested  before  termination. 
Number  of  claimants  and  average  loss  by  specific  claimant  category  are 
shown  below: 

Number  of  claimants  Average 
Category  of  claimant  with  losses        loss 

Retirees  and  beneficiaries 

Participants  eligible  for  normal  retirement 
Participants  eligible  for  early  retirement 
Participants  fully  vested  prior  to  terminatic 
Former  employees  with  deferred  vested  rights 

Total  of  above 
All  other  active  participants 
Unclassified  claimants 

All  claimants  19,396  $2,510 

II   Benefit  data  are  not  available  for  29  plans  with  270  claimants. 


2,644 

$4,503 

118 

7,814 

1,146 

5,916 

on 

3,622 

3,280 

920 

3,207 

8,45U 

4,075 

10,857 

1,310 

89 

397 
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It  should  be  noted,  however,  that  about  23  million  workers  are 
covered  by  private  pension  plans.  2^/  Thus,  the  19,400  workers  losing 
benefits  account  for  a  very  small  fraction,  eight  one-hundredths  of 
one  percent,  of  all  workers  covered  by  such  plans. 
Categories  of  Claimants  in  Terminated  Plans 

Under  present  law,  when  a  qualified  pension  plan  terminates,  all 
active  participants  including  those  who  have  not  vested  prior  to  termi- 
nation, vest  in  their  accrued  benefits.  Z_l      That  is  to  say,  they  have 
legal  claims  against  the  assets  of  the  pension  plan.   Those  who  have 
already  retired  and  former  employees  who  leave  the  scope  of  the  plan 
before  retirement  with  vested  rights  also  have  legal  claims  against  the 
plan.   However,  unless  the  plan  has  sufficient  assets,  some  claimants 
will  receive  less  than  the  present  value  of  their  accrued  benefits. 
Pension  plans  usually  establish  priorities  for  distributing  funds. 
One  would  expect  plans  first  to  allocate  funds  to  satisfy  in  full  the 
claims  of  retirees  and  other  current  beneficiaries.   If  any  funds  remain, 
these  would  be  used  to  pay  the  claims,  in  descending  order,  of  partici- 
pants eligible  for  retirement  (normal  and  then  early  retirement), 
current  and  past  participants  with  deferred  vested  rights,  and  then 
all  other  active  participants. 

Table  3-1  shows  the  number  of  persons  in  all  terminated  plans  , 

terminated  plans  without  losses  and  in  terminated  plans  with  benefit 

losses  by  these  categories  of  claimants. 

1/   Source:   Unpublished  Treasury  Study  of  Corporate  Retirement  Plans  . 
Pension  coverage  data  were  presented  in  the  testimony  of  the 
Honorable  Edwin  S.  Cohen,  former  Under  Secretary  of  the  Treasury,  in 
his  testimony  of  May  8,  1972  before  the  House  Ways  and  Means  Committee 
in  support  of  H,  R.  12272,  the  Individual  Retirement  Benefits  Act  of 
1971.   This  estimate  does  not  include  participants  in  profit-sharing 
plans. 
Zl   A  pension  plan  must  so  provide  as  a  condition  of  qualification. 
Section  401(a)7,  of  the  Internal  Revenue  Code  of  1954. 
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There  are  persons  experiencing  benefit  losses  in  each  claimant  cate- 
gory, although  losses  are  most  widespread  among  the  lower  priority 
categories.   Over-all,  55  percent  of  all  claimants  were  in  plans  with 
losses  while  46  percent  actually  experienced  losses.   Those  who  ex- 
perienced losses  represented  84  percent  of  the  claimants  in  plans  with 
losses.   Seventy  percent  of  the  retirees  (category  1)  in  plana  with 
losses  experienced  losses,  while  87  percent  of  current  employees  in 
those  plans  (category  2,  3,  4,  and  6)  also  experienced  losses.   About 
92  percent  of  former  employees  with  deferred  vested  rights  experienced 
losses  in  those  plans. 

Amounts  Lost  in  Terminated  Pension  Plans 

Typically,  benefits  accrue  with  years  of  service.   Thus,  accrued 
benefits  will  usually  be  higher  the  longer  the  service  of  the  employee. 
Benefit  formulas  are  often  linked  to  career  or  final  compensation  levels, 
either  explicitly  as  a  percentage  of  pay  for  each  year  of  service,  or 
implicitly  in  the  form  of  fixed  dollar  amounts  per  year  of  service  which 
are  adjusted  periodically.   As  compensation  levels  increase,  or  as 
benefit  formulas  are  liberalized,  benefit  levels  increase  also.   However, 
these  increases  usually  are  not  shared  with  persons  who  cease  active 
participation  in  the  plan  either  through  retirement  or  by  leaving  the 
plan  before  retirement.   Thus,  the  accrued  benefits  of  retired  employees 
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and  former  employees  with  vested  rights  may  be  less  than  for  active 
employees  with  the  same  amount  of  service.   The  present  value  of  accrued 
benefits  is  related  both  to  the  amount  of  accrued  benefits  and  the  age 
of  an  employee.   The  older  the  employee,  the  smaller  is  the  discount  for 
benefits  payable  at  retirement.. 

Table  3-2  shows  the  present  values  of  accrued  benefits  and  amounts 
distributed  for  claimants  with  losses.   The  data  indicate  that  62  per- 
cent of  these  claimants  lost  at  least  one-half  of  their  accrued  benefits 
while  30  percent  lost  all  benefits.   The  average  present  value  of  lost 
benefits  is  about  $2,500  for  all  claimants  and  about  $4,500  for  retirees.  4/ 
Amounts  distributed  to  retirees  were  however  a  larger  proportion  of 
their  claims  than  others.   This  reflected  the  high  priority  of  retirees 
in  the  allocation  of  assets.   Retirees  with  losses  received  on  the 
average  55  percent  of  their  accrued  benefits.   Only  28  percent  of  all 
such  retirees  lost  at  least  50  percent  of  their  accrued  benefits. 

Categories  2  and  3,  participants  eligible  for  normal  and  early 
retirement,  contain  the  oldest,  long-service,  active  employees.   They 
have  the  highest  present  values  of  accrued  benefits  among  the  claimants 
with  losses  and  the  highest  average  dollar  amounts  of  benefit  loss 
(present  value),  $7,800  and  $5,900  respectively. 

Fully  vested  participants  and  former  employees  with  deferred 
claims  (categories  4  and  5)  experienced  average  losses  of  $3,300 


4/  See  also  text  table  on  page  18  for  aveirage  loss  per  claimant 
category. 
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and  $3,200  respectively.   All  other  active  participants  with  losses 

experienced  an  average  loss  of  about  $1,300.   It  is  noteworthy  that 

although  former  employees  with  deferred  claims  might  be  treated 

preferentially  over  nonvested  active  participants,  the  study  found 

that  in  practice  the  plans  often  treated  this  group  less  favorably. 

Table  3-2  shows  that  the  plans  distributed  only  19  percent  of  accrued 

benefits  to  former  employees,  while  all  nonvested  active  participants 

received  46  percent  of  accrued  benefits. 

The  survey  found  that  claimants  with  losses  had  only  slightly 

larger  benefits  than  those  without  losses,  except  for  participants 

eligible  for  normal  retirement.   That  group  had  a  larger  difference  in 

losses  but  were  relatively  few  in  number.   The  third  column  of  Table  3-2 

shows  the  average  present  value  of  accrued  benefits  for  claimants  with 

no  benefit  loss.   Column  5  shows  the  average  for  claimants  with  losses. 

Over-all,  the  present  value  of  accrued  benefits  per  claimant  is  about 

6  percent  higher  for  claimants  with  losses  than  for  claimants  with  no 

losses.   But  among  former  employees  with  deferred  vesting  present 

values  of  accrued  benefits  are  lower  for  claimants  with  losses  than 

for  those  without. 

Distribution  Priorities  within  Claimant  Category, 
"All  Other  Active  Participants" 

Average  accrued  benefits  and  the  average  dollar  loss  are  smallest 

for  claimants  in  the  category  "all  other  participants."   In  general 
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this  reflects  the  relatively  younger,  shorter  service  characteristics 
of  persons  in  this  category.   But  there  are  older  persons  in  this 
category  as  well,  particularly  in  plans  with  limited  vesting  provisions. 
Moreover,  while  the  survey  data  does  not  show  it,  some  terminated  plans 
had  age  priorities  for  the  distribution  of  plan  assets  among  claimants 
in  this  category.   In  these  cases,  the  survey  did  not  generally  show 
the  substantial  difference  in  benefit  losses  experienced  by  older  and 
younger  claimants. 

In  one  instance,  for  which  data  are  available,  a  plan  distinguished 
between  nonvested  participants  aged  50  to  60  at  termination  and  all 
younger  participants.   The  differences  in  accrued  benefits  and  amounts 
distributed  between  the  two  groups  are  shown  below: 


Age 


Number     :Present  value  of:Amount  distrib- 
of      :accrued  benefits:    uted  per 
participants:   per  claimant   :    claimant 


Amount  distributed 
as  percent  of 
accrued  benefits 


All  other  active 
participants        38 


Participants  aged 
50  to  60  11 

Participants  under 
age  50  27 


$1,263 


$2,855 


$   615 


$  80 


67o 


$278 


107o 


Those  in  che  older  group  had  an  average  present  value  of  benefits  of 
about  $2,900,  more  than  four  times  the  average  benefit  of  participants  in 
the  younger  group.   Participants  in  the  older  group  received  about 
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10  percent  of  their  benefits  while  younger  participants  received 
nothing.   The  dollar  loss  --  both  in  the  aggregate  and  per  partici- 
pant --  was  far  greater  for  participants  in  the  older  group.   Only 
the  combined  figures  for  all  38  participants  appear  in  the  tabulations 
of  this  study. 

It  is  reasonable  to  assume  that  in  a  particular  plan,  each  claimant 
in  each  of  the  first  five  categories  receives  the  same  distribution  rela- 
tive to  his  accrued  benefits  as  others  in  his  category  since  these 
categories  correspond  to  the  defined  priority  groups  of  most  plans. 
This  assumption  is  questionable  however  for  the  survey  category  "all 
other  participants"  since,  as  shown,  plans  may  have  distinct  distribu- 
tion priorities  for  participants  included  in  this  broad  category. 
Plans  with  Different  Distribution  Methods 

While  most  plans  distribute  assets  according  to  priorities  similar 
to  those  discussed,  there  were  instances  where  a  different  method  was 
used.   In  certain  cases,  the  distribution  method  resulted  in  full  bene- 
fits for  nonvested  participants  but  losses  for  vested  participants 
and  participants  eligible  for  early  retirement.   For  example,  in  17 
plans  retirees  and  those  eligible  for  normal  retirement  received  close 
to  full  benefits,  while  all  other  categories  received  a  share  of  remain- 
ing plan  funds  equal  to  the  ratio  of  their  own  years  of  service  to  the 
sum  of  years  of  service  by  all  active  participants.  5_l      Since  the  present 

5/  Other  than  those  eligible  for  normal  retirement. 
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value  of  a  dollar  of  accrued  benefits  rises  as  the  years  remaining 
until  retirement  decrease,  an  older  employee  requires  a  greater  than 
proportionate  share  of  funds  to  receive  the  same  benefit  accrued  by 
a  younger  worker.   Thus,  this  type  of  proportional  distribution  of 
funds  penalizes  older  employees. 

Table  3-3  shows  accrued  benefits  and  amounts  distributed  in  the 
17  plans.   Over-all,  amounts  distributed  equaled  91  percent  of  accrued 
benefits.   But  participants  eligible  for  early  retirement  received  an 
average  of  87  percent  of  their  benefits,  while  vested  participants 
received  63  percent  of  benefits.   All  other  participants,  the  lowest 
priority  category  for  most  plans,  received  an  average  of  125  percent  of 
benefits  from  these  17  plans. 
Claimants  with  Losses  Going  into  New  Plans 

While  a  number  of  terminated  pension  plans  do  not  have  sufficient 
assets  to  pay  all  accrued  benefits,  in  some  cases  claimants  may  be 
taken  into  new  pension  plans.   If  the  new  plan  assumes  the  assets  and 
liabilities  of  the  old  plan,  claimants  may  not  lose  benefits.   As  is 
discussed  in  Chapter  6,  most  multiemployer  plans  that  terminated  between 
1965  and  1971  were  merged  into  larger  multiemployer  plans  which  assumed 
the  liabilities  of  the  terminated  plans.   However,  as  shown  in  Table  3-4, 
only  32  of  the  546  plans  reported  terminated  in  1972  with  claimant  losses 
had  superseding  pension  plans.   The  number  of  claimants  with  losses  in 
these  32  plans  accounted  for  12  percent  of  all  claimants  with  losses. 
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Fifty-five  plans  that  terminated  with  claimant  losses  had  other 
types  of  superseding  plans,  particularly  profit-sharing  plans.   These 
plans  accounted  for  8  percent  of  all  claimants  with  losses.   A  super- 
seding profit-sharing  plan  would  not  assume  the  liabilities  of  the 
terminated  pension  plan  although  it  would  offer  the  claimants  from  the 
terminated  plan  an  opportunity  to  accumulate  future  retirement  bene- 
fits.  However,  employers  who  terminated  these  pension  plans  and  re- 
placed them  with  profit-sharing  plans  usually  indicated  that  they  did 
so  because  their  financial  condition  did  not  permit  them  to  continue 
making  regular  contributions  to  their  pension  plan.   It  is  therefore 
problematical  whether  these  same  employers  could  make  regular  contribu- 
tions to  a  profit  sharing  plan. 

As  shown  in  Table  3-4,  there  were  about  15,400  claimants  with 
losses  in  459  terminated  plans  with  no  superseding  plan  of  any  kind. 
These  claimants  account  for  79  percent  of  all  claimants  with  losses. 
Cumulative  Value  of  Benefits  Lost 

Table  3-5A  shows  the  value  of  benefits  lost  by  claimant  category. 
In  aggregate,  the  present  value  of  benefits  lost  by  all  claimants  in 
surveyed  plans  is  about  $48.7  million.   The  high-priority  claimants, 
retirees,  participants  eligible  for  retirement  (early  and  normal), 
fully  vested  participants  and  vested  former  employees  account  for 
44  percent  of  all  claimants  with  losses  and  71  percent  of  the  value 
of  benefits  lost. 
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The  figures  of  Table  3-5A  include  benefit  losses  of  the  19,400 
claimants  who,  in  some  cases,  would  be  included  in  new,  superseding 
pension  plans.   Their  losses  could  be  made  good  by  the  new  plans. 
However,  there  is  no  measure  in  the  study  of  the  extent  of  losses 
recovered  in  new  plans.   Table  3-5A  therefore  somewhat  overstates  the 
losses  that  actually  occur.   Table  3-5B  shows  the  value  of  benefits 
lost  by  17,000  claimants  in  terminated  plans  which  were  not  superseded 
by  a  pension  plan.   These  claimants  have  no  opportunity  to  recover 
losses  which  total  $45.9  million.   High-priority  claimants  account  for 
72  percent  of  all  losses.   Total  losses  shown  for  those  with  no  new 
pension  plans  amount  to  94  percent  of  the  amount  of  benefits  lost  by 
all  claimants,  including  those  with  new  pension  plans. 
Benefit  Losses  in  Relation  to  the  Private  Pension  System 

At  present,  about  23  million  workers  are  covered  by  private  pension 
plans.  _5/   The  42,000  claimants  in  plans  reported  terminated  during  1972 
and  the  19,400  claimants  with  losses  amount  to  only 0.18  percent  and  0.08 
percent,  respectively,  of  workers  covered  by  private  pension  plans.   If 
one  assumed  that  the  risk  to  an  average  worker  of  benefit  loss  due  to 
plan  termination  were  about  0.08  percent  annually  (i.e.,  1972  was  a  typical 
year) ,  the  risk  of  benefit  loss  over  a  10  year  period  of  plan  participation 
would  be  0.8  percent  and  over  a  30  year  period,  2.4  percent. 

5/  Source:   Treasury  Study  of  Corporate  Retirement  Plans  (unpublished). 
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Table  3-5A 
Present  Value  of  Benefits  Lost  By  Claimant  Category^  1972 


:  Number 

:Loss 

:Loss  by 

: Cumulative  loss 

:  of 

••by 

: category  as 

:by  category 

Category 

:  claimants 

Average 

: claimant 

•.percent  of 

:as  percent  of 

of  claimant 

:  with  losses 

loss 

icategory 

: total  loss 

:total  loss 

Retirees  and 
beneficiaries 

Participants  eligible 
for  normal  retire- 
ment 

Participants  eligible 
for  early  retire- 
ment 

Participants  fully 
vested  prior  to 
termination 

Former  employees  with 
deferred  vested  rights 

All  other  active 
participants 

Unclassified 
claimants 


2,644  $4,503  $11,906,200  24,5% 

118  7,814  922,100  1.9 

1,146  5,916  6,779,200  13.9 

3,622  3,280  11,881,600  24.4 

920  3,207  2,950,600  6.0 

10,857  1,310  14,219,100  29.2 

89  397  35^300  0.1 


24.5% 


26.4 


40.3 


64.7 


70.7 


99.9 


100.0 


All  claimants 


19,396  $2,510  $48,694,100        100.0 


100.0 


Office  of  the  Secretary  of  the  Treasury 
Office  of  Tax  Analysis 


July  1973 
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Table  3-5B 

Present  Value  of  Benefits  Lost  By  Claimant  Category 
for  Terminated  Plans  not  Superseded  By  a  New  Pension  Plan, 
1972 


:  Number 

:Loss 

:Loss  by 

:Cumulative  loss 

:  of 

:by 

: category  as 

:by  category 

Category 

:  claimants 

Average 

: claimant 

: percent  of 

:as  percent  of 

of  claimant 

:  with  losses 

loss 

:catef>ory 

:total  loss 

rtotal  loss 

Retirees  and 
beneficiaries 

Participants  eligible 
for  normal  retire- 
ment 

Participants  eligible 
for  early  retire- 
ment 

Participants  fully 
vested  prior  to 
termination 

Former  employees  with 
deferred  vested  rights 

All  other  active 
participants 

Unclassified 
claimants 

All  claimants 


2,485     $4,752  $11,807,800    ?5.77„       25.7% 


107      8,447     903,800  2.0 

1,076      6,134   6,599,800  14.4 

3,493      3,331   11,633,500  25.3 

6A1      2,916   1,868,900  4.1 

9,092      1,433  13,027,700  28.4 

89 397 35.300  0.1 


27.7 

42.1 

67.4 
71.5 
99.9 

100.0 


16,983    $  2,701$  45,876,800   100.0 


100.0 
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Chapter  4 


Characteristics  of  Plans  Reported 
Terminated  During  1972 


This  chapter  presents  survey  data  showing  the  distribution  of 
plans  and  claimants  by  plan  age,  size,  method  of  funding,  and  reported 
reason  for  termination.   Information  is  also  provided  on  the  employment 
patterns  of  plans  in  the  years  prior  to  termination. 

In  general,  the  survey  found  that  most  claimants,  and  most  claim- 
ants with  losses,  were  in  plans  with  100  or  more  claimants,  and  in 
plans  at  least  5  years  old  at  time  of  termination.   The  great  majority 
of  plans  experienced  declining  numbers  of  participants  during  the  years 
prior  to  termination.   The  survey  found  that  terminations  due  to  the 
closure  of  a  particular  plant,  division,  or  subsidiary  of  a  large  cor- 
poration accounted  for  6  percent  of  all  terminations  but  accounted  for 
23  percent  of  all  claimants  and  29  percent  of  claimants  with  losses. 
Distribution  of  Claimants  by  Age  of  Plan 

Newly  established  plans  usually  grant  past  service  credits  to  their 
active  employees,  thus  creating  initial  unfunded  liabilities.   Should 
such  a  plan  terminate  before  this  liability  is  funded,  losses  would 
result.   If  the  termination  comes  early  in  the  life  of  the  plan,  one 
would  expect  losses  to  occur.  1/      But  older  plans,  too,  can  have  sub- 
stantial unfunded  liabilities,  either  because  original  liabilities  were 
not  funded  or  because  additional  unfunded  liabilities  had  been  created 


ll   The  Internal  Revenue  Code  prohibits  the  tax-deductible  funding  of 
initial  past  service  liabilities  over  a  span  of  less  than  10  years. 
IRC,  404(a) Ic. 


-  35  - 

through  benefit  increases  based  on  past  as  well  as  future  service  of 
plan  participants.   The  survey  found  that  both  young  and  old  plans 
terminated  with  unfunded  liabilities,  and  therefore  benefit  losses. 
In  fact,  the  majority  of  all  claimants  and  the  majority  of  claimants 
with  losses  were  in  older  plans. 

About  4  out  of  5  claimants  were  in  plans  at  least  5  years  old  or 
over  at  time  of  termination.   As  shown  in  Table  4-1,  plans  less  than 
5  years  of  age  at  termination  accounted  for  only  21  percent  of  all 
claimants.   About  32  percent  of  all  claimants  were  in  plans  at  least 
5  years  but  under  10  years  of  age,  and  the  remaining  47  percent  in 
plans  10  years  of  age  and  over.   Claimant  losses  appear  to  be  slightly 
more  widespread  among  younger  plans,  primarily  plans  under  1  year  of 
age  and  those  aged  3  to  5  years.   Sixty  percent  of  all  claimants  in 
plans  of  this  age  group  lost  benefits  as  opposed  to  an  over-all  average 
of  46  percent  of  claimants.   But  the  great  majority  of  claimants  with 
losses,  75  percent,  are  in  plans  over  5  years  of  age  at  time  of  termination. 
Categories  of  Claimants  With  Losses  By  Age  of  Plan 

While  the  distribution  of  claimants  with  losses  differs  only 
slightly  from  the  distribution  of  all  claimants,  there  are  significant 
differences  in  the  importance  of  different  categories  of  claimants  with 
losses  among  plans  of  different  age  groups.   Specifically,  vested  claimants 
and  retirees  are  a  much  higher  proportion  of  claimants  losing  benefits 
among  the  older  plans.   Table  4-2  shows  the  distribution  of  claimants 
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with  losses  by  broad  categories  for  plans  in  different  age  groups. 
High  priority  claimants  as  a  group  (retirees,  claimants  eligible  for 
early  or  normal  retirement,  vested  claimants,  and  former  employees 
with  deferred  claims)  account  for  only  about  23  percent  of  all  claimants 
with  losses  in  plans  under  5  years  of  age.   But  high  priority  claimants 

account  for  37  percent  of  claimants  with  losses  in  plans  at  least  5  years 
but  under  10  years  of  age,  and  59  percent  of  claimants  with  losses  in 
plans  10  years  of  age  and  over.   Retirees  account  for  no  more  than  10  per- 
cent of  claimants  with  losses  in  all  plan  age  groups  except  the  oldest. 
In  the  oldest  group,  plans  10  years  and  over,  retirees  account  for 
23  percent  of  all  claimants  with  losses. 

This  pattern  of  categories  of  claimants  with  losses  by  age  of  plan 
is  not  unexpected.   When  a  pension  plan  is  established,  it  is  unlikely 
to  have  any  outstanding  obligations  to  retired  or  other  former  employees. 
Moreover,  if  vesting  provisions  (where  there  are  any)  apply  solely  to 
service  after  establishment  of  a  plan,  no  one,  initially,  would  be 
vested.   As  a  plan  gets  older,  the  number  of  retirees  increases,  while 
increasing  numbers  of  active  employees  will  qualify  for  early  retire- 
ment or  vesting.   Thus,  one  would  expect  older  terminated  plans  in 
general  to  have  a  greater  proportion  of  high-priority  claimants. 
Amount  of  Benefit  Losses  by  Age  of  Plan 

Table  4-3  shows  the  distribution  of  present  values  of  benefits 
lost  by  age  of  plan  termination.   As  is  shown,  plans  less  than  3  years 
old  account  for  only  6  percent  of  total  benefit  losses.   Plans  at  least 
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5  years  of  age,  but  under  10  years  of  age  at  time  of  termination, 
account  for  23  percent  of  benefit  losses,  while  those  plans  10  years 
of  age  and  older  account  for  57  percent  of  benefit  losses.   The  distri- 
bution of  benefit  losses  is  more  concentrated  among  older  plans  than 
the  distribution  of  claimants  with  losses.   This  reflects  the  higher 
average  benefit  loss  in  older  plans.   Claimants  with  losses  in  plans 
less  than  3  years  old  lost  an  average  of  $1,553.   The  average  loss  was 
roughly  the  same  for  the  next  two  groups:   $2,192  for  plans  at  least 
3  years  old  but  under  5  years,  and  $1,998  for  plans  at  least  5  years 
old  but  under  10  years.   Among  plans  10  years  of  age  and  over,  the 
average  loss  per  claimant  with  loss  is  $3,143,  about  twice  as  much  as 
the  average  loss  in  the  youngest  age  group  of  plans.   The  higher  average 
losses  in  older  plans  are  due  in  large  part  to  the  greater  proportion 
of  high  priority  claimants  with  losses  in  older  plans.   As  shown  in 
Chapter  3,  average  losses  by  high  priority  claimants  are  greater  than 
the  average  losses  for  other  claimants. 
Size  of  Plans 

The  majority  of  terminated  plans  are  small.   As  shown  in  Table  4-4, 
728  or  59  percent  of  the  1,227  plans  in  the  survey  had  fewer  than  10 
claimants.   But  only  7  percent  of  all  claimants  and  6  percent  of  all 
claimants  with  losses  were  in  such  plans.   On  the  other  hand,  only  a 
few  large  plans  (four  with  1,000  claimants  or  more  each)  accounted  for 
15  percent  of  all  claimants  and  16  percent  of  claimants  with  losses. 
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The  distribution  of  claimants  with  losses  among  the  different  plan 
size  groups  is  similar  to  the  distribution  of  all  claimants.   The  very 
small  plans,  however,  show  the  smallest  proportions  of  claimants  with 
losses.   Among  plans  with  fewer  than  5  claimants,  37  percent  of  all 
claimants  lost  benefits  as  compared  with  an  over-all  average  of  46  per- 
cent of  claimants.   As  discussed  in  the  next  section,  very  small  plans 
are  more  likely  to  fund  benefits  through  individual  annuity  contracts 
which  do  not  allow  for  unfunded  past  service  liabilities.   As  such, 
there  is  less  likelihood  of  benefit  loss  when  a  very  small  plan 
terminates . 

On  the  other  hand,  those  who  do  lose  benefits  in  the  smaller  plans 
show  larger  than  average  losses.   (See  table  below.)   The  highest  aver- 
age losses  per  claimant  occurred  in  two  of  the  four  plans  with  1,000  or 
more  participants.   These  two  large  plans  accounted  for  $15.9  million 
in  benefit  losses  (one-third  of  all  losses) . 


Number  of 

:   Present  value 

Present  value  of 

claimants 

:       of 

Percent  of 

benefits  lost  per 

in  plan 

:   benefits  loss 

total 

claimant  with  loss 

Under 

10 

$  5,517,400 

117o 

10  under 

100 

10,653,900 

22 

100  under 

250 

5,483,300 

11 

250  under 

500 

3,566,700 

7 

500  under 

1 

,000 

7,540,800 

16 

,000  and  over 

15,932,000 

33 

Total 

48,694,100 

100 

$4,475 
1,888 
1,427 
1,368 
2,476 
5.265 
2,510 
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Plana  with  fewer  than  10  claimants  account  for  11  percent  of  total 
losses,  but  they  account  for  6  percent  of  all  claimants  with  losses 
(Table  4-4) .   The  average  benefit  loss  in  the  smaller  plans  is  almost 
twice  the  average  loss  for  all  plans.   Some  of  the  high  losses  in  the 
small  plans  are  attributable  to  claimants  who  were  owner- employees  of 
the  firms  that  terminated  the  plans.   In  an  extreme  case,  one  terminated 
plan  consisted  of  a  single  claimant,  the  owner  of  the  firm  who  upon  re- 
tirement showed  a  benefit  loss  of  $110,000.   In  these  cases,  the  person 
promising  the  benefit  and  the  person  experiencing  the  loss  are  one  and 
the  same. 
Medium  of  Funding 

The  incidence  of  claimant  losses  in  plan  terminations  is  related  to 
the  medium  of  funding.   As  shown  in  Table  4-5,  24,322  or  58  percent  of 
all  42,019  claimants  were  in  412  relatively  large  plans  which  were  self- 
insured.   In  397  of  these  self-insured  plans,  assets  were  placed  in  general 
investments.   S6ven  plans  invested  solely  in  mutual  funds  (regulated 
investment  companies)  and  8  plana  invested  in  securities  of  the 
employer  corporation,  a  party-in-interest  type  of  investment. 

Benefit  losses  were  reported  for  212  of  the  412  self-insured  plans. 
Because  of  their  size  --  59  claimants  per  plan  --  and  the  high  incidence 
of  benefit  loss,  self-insured  plans  accounted  for  a  higher  proportion 
of  claimants  with  losses  than  of  all  claimants,  65  percent  as  compared 
with  58  percent.   Among  the  212  self-insured  plans  with  losses,  83  percent 
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of  the  claimants  lost  benefits;  however,  in  the  6  self -insured  plans 
with  investments  solely  in  employer  securities,  almost  all  of  the 
claimants  experienced  benefit  losses. 

The  incidence  of  losses  among  the  397  plans  which  were  funded 
exclusively  through  an  insurance  carrier  in  the  form  of  individual  or 
group  annuity-type  contracts  was  far  less.   These  insured  plans  with 
losses  accounted  for  only  16  percent  of  all  claimants  with  losses, 
while  comprising  22  percent  of  the  total  42,019  claimants. 

The  incidence  of  benefit  loss  was  significantly  less  for  plans 
funded  exclusively  through  individual  annuity  contracts.   A  plan  funded 
exclusively  through  individual  annuity  contracts  has  by  its  nature  no 
unfunded  past  service  liabilities.   Also,  scheduled  benefits  are  guar- 
anteed to  the  extent  premiums  are  paid.   Except  for  the  earliest  years 
(particularly  the  first  year)  when  the  sales  commission  element  of 
premiums  is  high,  pension  plan  losses  can  occur  only  if  premium  payments 

lapse  prior  to  formal  termination  or  if  cash  values  of  the  policies 
are  borrowed.   As  shown  in  line  one  of  Table  4-5,  only  53  of  the  242 
plans  funded  exclusively  through  individual  annuity-type  contracts 
showed  benefit  losses.   Only  21  percent  of  all  claimants  in  all  plans 
so  funded  lost  benefits  as  opposed  to  an  over-all  figure  of  46  percent 
for  all  plans  with  losses. 
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The  lower  percentage  stems  from  the  full  current  funding  of  all 
benefits  required  under  this  method.   Full  current  funding  of  benefits 
is  most  relevant  for  a  plan  of  a  firm  which  is  unlikely  to  continue 
beyond  the  working  life  of  its  owner.   This  situation  would  be  found 
most  frequently  in  small  plans.   On  the  average,  there  were  7  claimants 
in  plans  funded  entirely  by  individual  annuity  contracts. 

Other  insured  plans  in  the  survey  fund  benefits  exclusively  through 
group  annuity-type  contracts.   Under  this  type  of  contract,  there  can  be 
unfunded  past  service  liabilities.   The  insurance  company  issuing  the 
contract  guarantees  benefits  only  to  the  extent  paid  for.   Benefit  losses 
will  occur  if  a  plan  terminates  before  past  service  liabilities  are  fully 
funded. 

There  were  155  plans  in  the  survey  that  funded  benefits  exclusively 

through  group  annuity  contracts  of  which  61  showed  benefit  losses. 

Thirty-seven  percent  of  all  claimants  in  plans  funded  by  this  method  lost 

benefits.   This  is  a  higher  percentage  than  for  plans  funded  exclusively 

through  individual  annuity  contracts. 

A  number  of  plans,  311,  provided  benefits  through  split-funding, 

partly  through  life  insurance  contracts  and  partly  through  another 

funding  medium,  usually  equities.   As  in  the  case  of  self-insured  or 

self-funded  plans,  split  funded  plans  also  showed  a  substantial  number 

of  claimants  with  losses.   The  survey  indicated  that  there  were  claimant 

losses  in  157  of  the  311  split-funded  plans  in  the  survey.   Of  the  1,222 

claimants  in  such  plans  with  losses,  1,167  or  95  percent  lost  benefits. 
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However,  in  relation  to  all  311  terminated  plans  with  split-funding,  only 
23  percent  of  the  claimants  lost  benefits.   It  is  noteworthy  that  for  the 
few  plans  that  combined  group  annuity-type  contracts  and  other  funding 
mediums,  the  relative  frequency  of  loss  among  claimants  was  very  small. 

Employment  Patterns  in  Years  Prior  to  Termination 

While  a  number  of  other  specific  reasons  may  be  given  for  a  plan 
termination,  a  decline  in  the  number  of  active  participants  in  a  plan 
can  itself  indirectly  encourage  a  termination.   Of  course,  a  decline 
in  the  number  of  active  participants  prior  to  termination  may  be 
simply  a  reflection  of  an  increasingly  unprofitable  employer.   But 
for  a  plan  with  large,  unfunded,  past  service  liabilities,  a  decline 
in  the  number  of  participants,  particularly  younger  participants,  can 
cause  a  sharp  rise  in  costs  per  employee  remaining  in  the  plan. 

The  great  majority  of  plans  for  which  information  is  available 
showed  declines  in  participation  prior  to  termination.   This  is  true 
both  for  plans  with  losses  and  those  without.   As  a  rule,  a  reduction 
in  employment  involves  a  disproportionate  decline  in  the  number  of 
younger  employees,  either  through  reduced  hiring  or  lay-off.   If  past 
service  liabilities  have  not  been  funded,  such  a  reduction  in  the 
number  of  younger  participants  raises  per  capita  costs  for  the  remaining 
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employees  because  the  younger  employees  account  for  less  than  a 
proportionate  share  of  past  service  liabilities.   Thus,  for  a  poorly 
funded  plan,  the  increased  costs  per  remaining  participant  of  main- 
taining a  plan  can  be  a  contributing  factor  in  a  decision  to  terminate 
it.   On  the  other  hand,  if  a  plan  has  funded  its  past  service  liabil- 
ities, any  decline  in  past  service  liabilities  results  in  an  actuarial 
surplus  and  reduced  costs  for  remaining  participants. 

Table  4-6  shows  changes  in  plan  participation  over  5,  3,  and  2-year 
periods  before  termination.  2/  Over  the  five-year  period,  77  percent  of 
the  plans  accounting  for  96  percent  of  participants  showed  a  decline  in 
participation.   Sixty  percent  of  the  plans,  accounting  for  60  percent  of 
participants,  experienced  at  least  a  25  percent  decline  in  participation. 
These  respective  percentages  fall  as  the  time  period  considered  is  reduced. 
But  even  over  the  two-year  period  prior  to  termination,  almost  one-half 
of  the  plans  experienced  a  decline  in  participation.   These  plans  included 
79  percent  of  all  plan  participants.   While  a  number  of  plans  show  no 
decline  in  participation,  prior  to  termination,  none  of  these  plans  ex- 
perienced an  increase  of  10  percent  or  more  over  any  of  the  time  periods 
considered. 

Distribution  of  Pension  Plans  and  Claimants 
By  Reason  Given  for  Termination 

The  distribution  of  pension  plans  and  claimants  by  reason  given  by 

the  employer  for  termination  is  shown  in  Table  4-7.   The  most  frequently 


2/  Only  plans  5  years  of  age  and  over  are  included  in  the  5-year  period 
computations.   Similarly,  only  plans  at  least  3  and  2  years  of  age 
were  included  in  the  respective  3-year  and  2-year  period  computations. 
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given  reasons  for  plan  termination  were  adverse  business  earnings 
and  the  liquidation  or  dissolution  of  employer  organization.   Of  the 
1,227  plans,  580  gave  one  or  the  other  reason.   Another  66  gave  one  or 
both  in  combination  with  other  reasons.   In  all  cases  where  combinations 
of  reasons  were  given  for  termination,  at  least  one  of  these  two  reasons 
was  cited.   Together,  plans  citing  at  least  one  of  these  reasons  accounted 
for  40  percent  of  all  claimants  and  38  percent  of  all  claimants  with 
losses.   In  addition,  while  the  study  identified  and  separated  those  cases 
where  a  plan  termination  was  due  to  the  closure  of  a  plant,  division  or 
subsidiary  of  a  company,  the  closures  themselves  in  several  cases  were 
due  to  adverse  earnings  or  liquidation  of  the  company  production  unit. 
About  10  percent  of  all  claimants  and  about  9  percent  of  claimants  with 
losses  were  in  plans  terminated  because  of  change  of  ownership  by  sale 
or  transfer.   A  much  smaller  percentage  of  claimants  were  in  plans  termi- 
nating because  of  a  change  of  ownership  by  merger. 

Seventy-one  plan  terminations  involved  the  closure  of  a  plant, 
division,  or  subsidiary  by  a  parent  company.   These  plans  accounted  for 
23  percent  of  all  claimants.   The  29  such  plans  that  terminated  with 
losses  accounted  for  29  percent  of  all  claimants  with  losses. 

In  certain  cases,  the  terminations  were  partial  terminations  of 
broader  company  plans,  while  in  others  they  were  complete  terminations 
of  plans  covering  specific  production  units  of  larger  companies.   As  was 
discussed  in  Chapter  2,  there  is  no  clear  definition  of  a  partial 
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termination  in  the  Internal  Revenue  Code,  and  thus  no  certainty  that 
all  closures  of  production  units  within  a  broad  company  plan  are 
reported  as  partial  plan  terminations.   The  study  could  identify  no 
more  than  3  partial  terminations.  3^/ 


2/  The  "partial  termination"  of  the  New  Jersey  Brewery  Employees'  Pension 
Plan  (caused  by  the  closure  of  P.  Ballentine  &  Sons) ,  on  which  hearings 
were  held  by  the  Senate  Committee  on  Labor  and  Public  Welfare  in  May 
1972,  is  not  included  in  the  data  of  this  report  because  no  "applica- 
tion for  determination  of  a  termination  or  curtailment"  (Form  4576) 
was  received  by  the  Internal  Revenue  Service  during  1972.   The  plant 
closure  by  P.  Ballantine  &  Sons  and  the  firm's  consequent  withdrawal 
from  the  plan  in  March  1972  caused  a  reduction  in  the  plan's  benefit 
formula.   It  is  estimated  that  employees  lost  benefits  with  a  present 
value  of  about  $8  million.   About  450  employees  with  insufficient  age 
and  service  to  qualify  for  a  pension  when  Ballantine  closed  lost 
benefits  with  a  present  value  of  about  $4.5  million,  and  about  300 
employees  eligible  for  immediate  retirement  lost  benefits  with  a 

present  value  of  about  $3.5  million. 
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Chapter  5 

Characteristics  of  Employers  Whose  Plans  Were 
Reported  Terminated  During  1972 

This  chapter  presents  information  concerning  the  industries  of 
employers  and  income  and  net  worth  of  employers.   Information  is  also 
presented  concerning  employers  who  borrowed  from  pension  plans 
and  employers  whose  stock  was  held  by  terminated  plans.   Among  plans  for 
which  employer  industry  information  is  available,  manufacturing  accounted 
for  the  majority  of  claimants  and  a  majority  of  claimants  with  losses. 
Examination  of  plans  for  which  employer  income  and  net  worth  information 
are  available  suggest  that  the  half  of  claimants  with  losses  are  associated 
with  plans  of  unprofitable  employers.   The  available  data  indicate  that 
only  41  out  of  the  1,030  terminated  plans  had  loans  outstanding  to  the 
employer  or  had  investments  in  employer  stock.   Eighteen  of  these  plans 
terminated  with  benefit  losses.  1/ 
Industry  of  Employers  with  Terminated  Plans 

All  major  industries  were  represented  among  employers  with  terminated  plans, 
Table  5-1  shows  the  distribution  of  terminated  pension  plans  by  industry 
of  employers.   Of  the  600  plans  for  which  employer-industry  information  is 


\l   Employer  industry,  income,  and  net  worth  data  were  taken  from  the  most 
recent  corporate  income  tax  return  filed  by  the  employer  whose  plan  was 
terminated.  Data  concerning  employer  business  activity,  net  worth,  and 
income  are  available  for  about  53  percent  of  the  surveyed  plans,  account- 
ing for  about  38  percent  of  all  claimants  in  the  surveyed  plans  and 
about  44  percent  of  all  claimants  with  losses. 

Data  concerning  employer  borrowing  and  plan  investments  in  employer 
stock  were  taken  from  entries  on  Schedule  B  of  Form  4576  and  were  pro- 
cessed at  the  same  time  as  data  from  Form  M-0794,  the  survey  data  sheet. 
Of  the  1,227  terminated  plans,  1,030  completed  Schedule  B  of  Form  4576. 
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available,  225  plana,  accounting  for  71  percent  of  all  claimants  and 
78  percent  of  all  claimants  with  losses,  were  in  manufacturing. 
Wholesale  and  retail  trade  accounted  for  160  plans  with  11  percent  of 
all  claimants  and  9  percent  of  claimants  with  losses.   Services  ac- 
counted for  89  plans  and  included  9  percent  of  all  claimants 
and  6  percent  of  all  claimants  with  losses  in  plans  for  which  employer 
industry  is  known. 
Employer  Income  2/  and  Net  Worth 

Data  available  from  tax  returns  indicate  that  the  majority  of 
claimants  with  losses  are  in  plans  of  unprofitable  employers.   This 
pattern  is  especially  pronounced  when  high-priority  claimants  with 
losses  are  considered.   At  the  same  time,  the  great  majority  of  claimants 
with  losses,  including  high-priority  claimants,  are  in  plans  of  employers 
whose  net  worth  substantially  exceedsbenef it  losses.   However,  caution 
should  be  exercised  in  evaluating  net  worth  statistics.   Net  worth  of 
an  employer  may  consist,  in  large  part,  of  fixed  assets  that  have  a 
high  book  value,  and  a  high  value  to  the  particular  firm  as  a  going 
concern.   But  potential  market  value  may  be  very  low;  this  is  an  impor- 
tant consideration  since  liquidation  of  the  employer  organization  and 
closure  of  a  plant,  division,  or  subsidiary  of  a  firm  were  relatively 
common  reasons  for  plan  termination. 

Employer  income  and  net  worth  information  is  available  for  only 
649  plans  with  about  15,900  claimants.   The  first  part  of  Table  5-2 

— '  Employer  income  before  tax.   Income  refers  to  taxable  income  of  corporate 
employers  before  net  operating  loss  deduction  and  special  deductions 
(line  28  of  Form  1120,  U.S.  Corporate  Income  Tax  Return).   In  addition, 
there  were  a  number  of  non-corporate  tax  returns.   In  most  cases,  returns 
were  available  for  the  year  of  termination  or  the  year  preceding  termination. 
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presents  the  income  and  net  worth  information  available  for  all 
649  plans.   About  8,100  claimants  in  368  plans  were  associated  with 
employers  showing  income  on  their  most  recently  available  tax  return.  "Ij 
Of  the  349   plans  without  benefit  losses,  212  were  associated  with 
profitable  employers.   Of  the  300  plans  with  losses,  156  were  associated 
with  profitable  employers,  but  in  only  103  plans  were  employer  profits 
greater  than  benefit  losses.   Average  employer  net  worth  per  claimant 
is  about  $257,000.   Employer  net  worth  per  claimant  was  higher  for  plans 
with  no  losses  than  for  plans  with  losses.   For  242  of  the  300  plans 
with  losses,  employer  net  worth  exceeded  the  value  of  benefits  lost. 

In  most  cases,  income  and  net  worth  information  was  taken  from  a 
tax  return  filed  by  the  specific  employer  associated  with  the  terminated 
plan.   But  in  some  cases,  a  consolidated  return  was  filed  by  a  parent 
company  that  combined  income  and  net  worth  data  from  all  subsidiaries, 
rather  than  just  the  income  and  net  worth  attributable  to  the  subsidiary 
with  the  terminated  plan.   The  second  and  third  parts  of  Table  5-2  show 
income  and  net  worth  relationships  for  employers  not  filing  consolidated 
returns  and  those  filing  consolidated  returns. 

Most  employers  for  which  information  is  available  did  not  file 
consolidated  returns.   Of  the  591  plans  with  11,100  claimants  in  this 
group,  272  plans  with  6,700  claimants  had  benefit  losses.   Employer  net 
worth  per  claimant  for  the  591  plans  was  $181,000.   Employers  associated 
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with  139  of  the  plans  with  losses  were  profitable,  while  91  had 
income  in  excess  of  benefit  losses.   Employers  in  216  plans  with 
losses  had  net  worth  exceeding  benefit  losses. 

Fifty-eight  plans  were  associated  with  employers  filing  consoli- 
dated returns.   Thirty-eight  of  the  employers  had  profits. 
Employer  net  worth  per  claimant  for  all  58  plans  was  about  $437,000 
2.4  times  the  figure  for  employers  not  filing  consolidated  returns. 
Twenty-eight  of  the  plans  had  benefit  losses.   Seventeen  of  the  em- 
ployers associated  with  plans  with  losses  had  consolidated  income, 
while  12  employers  had  consolidated  income  greater  than  benefit  losses. 
Twenty-six  plans  with  losses  were  associated  with  employers  whose  con- 
solidated net  worth  per  claimant  exceeded  benefit  losses.   It  should  be 
noted  that  the  26  plans  could  represent  an  inadequate  representation  of 
all  employers  with  plans  reported  terminated  in  1972  who  filed  consoli- 
dated returns. 

Table  5-2  does  not  relate  employer  income  or  net  worth  to  claimants 
with  losses.   Claimant  figures  in  the  table  are  for  total  number  of 
claimants  in  plans  with  losses,  i.e.,  they  include  claimants  whose  full 
benefits  are  being  paid  to  them  as  well  as  those  with  losses.   Thus,  while 
the  table  indicates  that  several  plans  with  losses  were  of  employers  with 
income  and  net  worth  greater  than  benefit  losses,  it  does  not  show  how 
many  claimants  with  losses  were  accounted  for  by  those  plans. 
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Relationship  of  Employer  Income  to  Claimant  Losses 

Table  5-3  shows  the  relationship  between  employer  income  and 
claimant  losses.   The  261  plans  for  which  income  information  is  avail- 
able account  for  4,978  claimants  with  losses.   The  average  dollar  loss 
per  claimant  is  $1,789.   Just  under  one-half  of  all  claimants  with 
losses  were  in  plans  of  unprofitable  employers.   About  40  percent  of 
the  claimants  with  losses  were  in  plans  where  employer  income  equaled    / 
or  exceeded  benefit  losses.   About  30  percent  of  the  claimants  with 
losses  were  in  plans  of  employers  with  income  equal  to  at  least  500  per- 
cent of  benefit  losses.    Information  was  available  for  1,314  claimants 
with  losses  who  were  either  retired,  eligible  for  retirement  (early  or 
normal),  or  had  vested  rights  prior  to  termination.  'h_l     Their  average 
dollar  loss  is  $2,664.   About  66  percent  of  these  high-priority  claimants 
were  in  plans  of  unprofitable  employers. 

Of  the  3,788  claimants  with  losses  in  plans  of  employers  without 
consolidated  returns,  51  percent  were  in  plans  of  unprofitable  employers. 
Thirty-six  percent  of  the  claimants  with  losses  were  in  plans  where 
employer  income  equaled  or  exceeded  benefit  losses.   Among  high-priority 
claimants  with  losses,  63  percent  were  in  plans  of  unprofitable 
employers . 

Employers  with  consolidated  returns  accounted  for  1,190  claimants 
with  losses.   Only  541  claimants,  or  45  percent  of  the  1,190  claimants 


2/  These  correspond  to  the  first  five  claimant  categories  of  earlier 
tables. 
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were  in  plans  of  unprofitable  employers.   Almost  half  of  the  claimants 
were  in  plans  where  consolidated  employer  income  was  equal  to  at  least 
500  percent  of  benefit  losses.   The  pattern  is  different,  however,  for 
high  priority  claimants  with  losses.   Almost  all  of  them  are  in  plans 
of  unprofitable  employers  with  consolidated  returns. 
Relationship  of  Employer  Net  Worth  to  Claimant  Losses 

Table  5-4  shows  the  relationship  between  employer  net  worth  and 
claimant  losses.   Over-all,  only  3  percent  of  claimants  with  losses  were 
in  plans  where  employer  net  worth  was  less  than  the  value  of  benefits 
lost  while  71  percent  of  the  claimants  with  losses  were  in  plans  where 
employer  net  worth  was  at  least  1,000  percent  of  claimant  losses.   A 
similar  distribution  prevails  among  high-priority  claimants  with  losses. 
About  2  percent  of  the  high-priority  claimants  with  losses  were  in  plans 
where  employer  net  worth  was  less  than  100  percent  of  their  losses 

while  about  75  percent  of  the  high-priority  claimants  were  in  plans 
where  employer  net  worth  was  at  least  1,000  percent  of  their  losses. 
However,  as  stated  earlier,  net  worth  of  an  employer  as  a  going  con- 
cern may  be  much  higher  than  net  worth  computed  as  if  the  employer 
organization  were  to  be  liquidated  and  all  assets  sold.   The  data 
presented  may  therefore  overstate  the  true  net  worth  of  employers 
that  could  be  set  against  benefit  losses. 
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Terminated  Plana  with  Loans  to  Employer  or  Investments  in  Employer  Stock 
The  survey  found  that  few  employers  with  terminated  plans  had  loans 
outstanding  from  their  plans  at  time  of  termination.   Moreover,  few 
plans  had  invested  in  employer  stock.   In  about  half  the  plans  where 
there  were  loans  to  the  employer  or  holdings  of  employer  stock,  claimants 
received  full  benefits.  4/ 

Table  5-5  shows  terminated  plans  with  loans  to  the  employer  or 
holdings  of  employer  stock  by  category  of  terminated  plan  and  in  rela- 
tion to  the  total  number  of  terminated  plans.   Of  the  1,030  plans  for 
which  information  was  available,  24  plans  had  loans  to  the  employer 
while  16  plans  had  employer  stock.   Another  plan  had  both  loans  and 
stock.   These  41  plans  together  accounted  for  981  claimants,  or 
3  percent  of  all  claimants  in  plans  for  which  information  was  available. 
Eighteen  of  the  41  plans  involved  claimant  losses.   The  18  plans  with 
losses  contained  459  claimants,  but  not  all  these  claimants  experienced 
losses.   Thus,  the  number  of  plans  with  employer  loans  and/or  stock  is 
very  small  and  account  for  only  a  small  number  of  claimants. 


4/  Information  as  to  whether  or  not  there  were  loans  to  the  employer 
or  investments  in  employer  stock  was  available  for  1,030  plans 
covering  34,587  claimants.   No  information  was  available  for 
197  plans  covering  7,432  claimants. 
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Chapter  6 

TERMINATED  JOINTLY  ADMINISTERED  MULTIEMPLOYER 
PENSION  PLANS  UNDER  COLLECTIVE  BARGAINING,  1965-1971 

This  study  of  terminated  jointly  administered  multiemployer  pension 
plans  under  collective  bargaining  covers  all  such  plans  on  file  with  the 
Department  of  Labor  pursuant  to  the  Welfare  and  Pension  Plans  Disclosure  Act 
(WPPDA)  which  are  known  to  have  terminated  from  1965  through  1971.   There 
were  79  such  plans,  and  data  were  obtained  for  64  of  the  plans,  covering 
57,690  participants,  through  a  mail  survey.   Of  the  57,690  participants  in 
the  64  terminated  plans  for  which  data  were  obtained,  just  over  one  percent 
lost  or  may  lose  benefits  as  a  result  of  plan  terminations.   The  participants 
who  lost  or  may  lose  benefits  represent  less  than  one-hundreth  of  one  percent 
of  the  total  number  of  participants  in  all  multiemployer  pension  plans  in 
1971.   A  detailed  discussion  of  benefit  losses  in  the  multiemployer  pension 
plans  is  presented  in  the  final  section  of  this  chapter  entitled,  "Benefit 
Losses  in  Terminated  Multiemployer  Pension  Plans." 
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Introduction 

The  expansion  of  private  pension  plan  coverage  during  the  past  two 
decades  has  been  due  in  large  part  to  the  development  and  growth  of  multi- 
employer pension  plans.   Prior  to  1947,  only  a  few  multiemployer  pension 
plans  existed;  in  1950,  such  plans  covered  about  one  million  workers, 
or  less  than  one-tenth  of  the  11.2  million   workers    in  all  private  pension 
plans.   1/   By  1971,  multiemployer  pension  plan  coverage  had  risen  to  about 
7.5  million,   equal  to  about       one-third  of  the  23  million  warkers 
in  all  private  pension  plans.   Despite  their  growth,  multiemployer  plans 
account  for  only  a  small  proportion  of  all  private  pension  plans  in  existence. 
In  1971,  for  example,  such  plans  comprised  about  one-tenth  of  the 
private  pension  plans  on  file  with  the  Department  of  Labor  pursuant  to  the 
WPPDA. 

A  multiemployer  pension  plan,  as  the  term  is  used  herein,  is  a  plan 
which  covers  the  employees  of  two  or  more  financially  unrelated  employers. 
Thus,  plans  which  cover  two  or  more  subsidiaries  of  a  company  are  not  con- 
sidered to  be  multiemployer  plans.   Nearly  all  multiemployer  pension  plans 
are  subject  to  a  collective  bargaining  agreement.   Such  plans  were  either 
originally  established  by  collective  bargaining,  or  if  originally  established 
by  a  union  or  group  of  employers,  they  have  since  been  brought  within  the 

1/  Unless  otherwise  noted,  all  data  presented  herein  are  based  on  the 
following  sources:   Multiemployer  Pension  Plans  under  Collective  Bargaining, 
Spring  1960,  Bureau  of  Labor  Statistics,  Bulletin  No.  1326,  1962;  Charac- 
teristics of  174,560  Plans  on  File  January  1,  1971  under  the  Welfare  and 
Pension  Plans  Disclosure  Act,  Labor-Management  Services  Administration,  1971; 
and  unpublished  tabulations  of  the  Department  of  Labor's  Office  of  Labor- 
Management  Welfare  Pension  Reports  and  Bureau  of  Labor  Statistics,  and  the 
Office  of  Tax  Analysis  of  the  Treasury  Department. 
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scope  of  collective  bargaining.   A  small  number  of  multiemployer  plans, 
concentrated  in  finance  and  service  industries,  are  not  subject  to  collective 
bargaining. 

Multiemployer  pension  plans  typically  require  all  employers  who  are 
party  to  the  plan  to  make  specified  contributions  to  a  pooled  central  fund, 
from  which  benefits  are  paid  directly  to,  or  insurance  premiums  paid  on  behalf 
of, eligible  employees  of  all  contributing  employers.   Under  such  plans,  eligi- 
bility for  benefits  is  usually  based  on  total  employment  with  all  contributing 
employers,  and  not  solely  on  employment  with  one  employer.   Thus,  such  plans 
provide  workers  with  portability  of  credited  service  among  contributing  em- 
ployers. 

In  certain  respects,  multiemployer  plans  differ  significantly  from  single 
employer  plans.   Sharp  differences  exist  in  terms  of  number  of  participants 
covered,  type  of  administration,  and  distribution  of  plans  by  industry. 
Because  multiemployer  plans  involve  a  number  of  employers,  they  tend  to  be 
much  larger  than  single  employer  plans.   In  1971,  the  approximately  2,000 
multiemployer  plans  in  existence  covered  about  7.5  million  participants. 
This  represents  an  average  of  over  3,700  participants  per  plan.   The 
single  employer  plans,  in  contrast,  covered  an  average  of  less  than 
^00  narticinants , 

Multiemployer  plans  are  characteristically  administered  by  a  joint 
board  composed  of  representatives  appointed  by  the  union  and  employers.  About 
98  percent  of  all  multiemployer  plans  in  1971  were  administered  in  this 
manner.   Single  employer  plans,  on  the  other  hand,  are  usually  administered 
solely  by  the  employer.   Of  all  single  employer  plans  in  1971,  nearly  90 
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percent  were  empLoyer-administered.   The  difference  in  type  of  administration 
is  attributable,  in  part,  to  section  302(c)  of  the  Taft-Hartley  Act.   This 
section  requires  equal  representation  of  employers  and  the  union  in  the 
management  of  jointly  administered  employer- financed  employee  benefit  plans. 

The  distribution  of  plans  by  industry  is  another  area  in  which  sharp 
differences  exist  between  multiemployer  and  single  employer  plans.   Over 
one-half  of  all  multiemployer  plans  in  1971  were  in  the  construction  industry. 
This  industry  accounted  for  only  3  percent  of  the  single  employer  plans. 
Manufacturing  is  the  dominant  industry  in  terms  of  single  employer  plans; 
over  one-half  of  all  single  employer  plans  in  1971  were  in  the  manufactuing 
industry. 

Although  sharp  differences  exist  between  multiemployer  and  single 
employer  plans  in  certain  respects,  such  plans  are  similar  in  other  respects. 
Both  types  of  plans  provide  the  same  basic  types  of  benefits  (e.g.,  normal 
retirement,  early  retirement,  disability,  etc.),  and  they  basically  are  similar 
with  respect  to  the  types  of  funding  mediums  utilized.   For  example,  in  1971, 
about  two-thirds  of  all  multiemployer  plans  filing  annual  financial  reports 
were  self- insured,  and  nearly  30  percent  were  insured.   Of  all  single  employer 
plans  filing  annual  financial  reports  in  1969,  about  two-thirds  were  self- 
insured,  and  about  one-fifth  were  insured.   2/ 

Over  the  past  several  years,  a  relatively  small  number  of  jointly 
administered  multiemployer  pension  plans  under  collective  bargaining  have 

!_/   Data  for  multiemployer  pension  plans  in  1971  are  based  on  an  un- 
published tabulation  of  the  Department  of  Labor's  Bureau  of  Labor  Statistics. 
Single  employer  data  for  1969  are  based  on  Welfare  and  Pension  Plan  Statistics, 
1969,  Labor-Management  Services  Administration,  1972. 
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completely  terminated.   V   In  any  given  year,  only  a  few  such  plans  may 
completely  terminate.   However,  because  of  their  size,  the  number  of  partici- 
pants involved  in  even  a  few  complete  multiemployer  plan  terminations  during 
a  given  year  may  be  as  great  as  the  number  involved  in  all  single  employer 
plan  terminations.   To  supplement  the  data  obtained  by  the  Treasury  Department 
on  pension  plans  terminating  during  1972,  the  Department  of  Labor  conducted  a 
survey  of  79  jointly  administered  multiemployer  pension  plans  under  collective 
bargaining  which  terminated  during  the  period  from  1965  through  1971.   This 
survey  examined  the  characteristics  of  such  terminated  multiemployer  plans 
and  the  effect  of  termination  on  the  benefits  of  plan  participants.   In  this 
chapter  of  the  report,  data  will  be  presented  on  the  64  plans  which  responded 
in  this  survey. 

Scope  and  Method 

A  jointly  administered  multiemployer  pension  plan  under  collective  bargain- 
ing, as  the  term  is  used  in  this  study,  is  a  pension  plan  which: 

(1)  covers  the  employees  of  two  or  more  financially  unrelated  employers;  and 

(2)  is  administered  by  a  joint  board  composed  of  representatives  appointed 

by  the  employers  and  the  union;  and 

(3)  is  subject  to  a  collective  bargaining  agreement. 

Jointly  administered  plans  under  collective  bargaining  account  for  almost  all 
multiemployer  pension  plans,  and  they  cover  nearly  all  of  the  participants  in 
multiemployer  plans.   In  1971,  for  example,  there  were  approximately  2,000 

Zj   The  study  of  terminated  multiemployer  pension  plans  was  based  on 
inactive  plans  on  file  with  the  Department  of  Labor  pursuant  to  the  WPPDA. 
Because  of  this,  partially  terminated  plans  were  not  included  in  the  study. 
Partially  terminated  plans  are  active  plans  which  have  excluded  a  group  of 
participants  from  coverage,  or  reduced  benefits  or  employer  contributions, 
or  increased  eligibility  requirements  for  benefits.   Because  of  the  ex- 
clusion of  such  plans,  the  survey  may  understate  the  number  of  participants 
involved  and  extent  of  benefit  losses  in  all  multiemployer  pension  plan 
terminations. 
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multiemployer  pension  plans,  covering  about  7,5  million  participants,  on  file 

with  the  Department  of  Labor  pursuant  to  the  WPPDA.   About  98  percent  of  the 
multiemployer  plans  were  jointly  administered  and  under  collective  bargaining; 
such  plans  covered  98  percent  of  the  participants  in  all  multiemployer  plans. 

This  study  of -terminated  jointly  administered  multiemployer  pension 
plans  under  collective  bargaining  covers  those  plans  on  file  with  the 
Department  of  Labor  pursuant  to  the  WPPDA  which  terminated  from  January  1, 
1965  through  December  31,  1971.   4^/  The  chief  sources  used  to  identify  such 
plans  were  the  Registers  of  Retirement  Benefit  Plans  for  January  1,  1965 
and  January  1,  1972.   5/  A  list  was  compiled  of  all  multiemployer  plans 
appearing  in  the  1965  Register  which  were  missing  from  the  1972  Register. 
This  list  was  supplemented  by  a  list  of  all  multiemployer  plans  which  had 
been  initially  filed  with  the  Department  of  Labor  after  January  1,  1965, 
and  which  could  be  identified  as  having  terminated  through  December  31,  1971. 

The  reports  filed  by  these  plans  pursuant  to  the  WPPDA  were  analyzed 
to  determine  if  the  plan  had  actually  terminated,  the  date  of  termination, 
type  of  administrator  and  collective  bargaining  status.   Plans  which  were 
no  longer  carried  as  active  by  the  Department  of  Labor  because  the  number 
of  participants  covered  was  under  26  or  no  reports  had  been  received  within 
a  5-year  period,  but  which  had  not  terminated  were  deleted  from  the  list. 
Also  deleted  were  those  plans  which  had  terminated,  but  which  were  not 
jointly  administered  and  under  collective  bargaining,  or  which  had  terminated 

4/  All  employee  welfare  and  pension  plans  which  cover  more  than  25 
participants,  except  those  administered  by  governmental  bodies  or  certain 
tax-exempt  organizations,  are  required  by  the  WPPDA  to  file  a  description 
of  the  plan  and  amendments  with  the  Department  of  Labor. 

5/  See  U.S.  Department  of  Labor,  Labor-Management  Services  Administration, 
Register  of  Retirement  Benefit  Plans,  1965;  and  Register  of  Retirement  Benefit 
Plans  1972,  1973.   The  1965  Register  lists  all  retirement  benefit  plans 
(pension,  profit-sharing  and  savings),  active  as  of  January  1,  1965,  on  file 
with  the  Department  of  Labor  pursuant  to  the  WPPDA.   The  1972  Register  lists 
all  retirement  plans,  active  as  of  January  1,  1972. 
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prior  to  January  1,  1965.   The  resulting  list  of  79  plans  included  all 
jointly  administered  multiemployer  pension  plans  under  collective  bargaining 
on  file  with  the  Department  of  Labor  which  are  known  to  have  terminated 
during  the  1965-1971  period,  y 

The  79  terminated  jointly  administered  multiemployer  pension  plans  under 
collective  bargaining  covered  about  85,000  participants  at  termination.   These 
79  plans  represent  only  4  percent  of  all  multiemployer  pension  plans  on  file 
with  the  Department  of  Labor  in  1971;  the  85,000  participants  covered  by 
these  plans  account  for  just  over  one  percent  of  the  total  participants  in 
all  such  plans.   Thus,  the  data  suggest  that,  on  the  average,  more  than  one-half 
of  one  percent  of  all  multiemployer  pension  plans  terminate  in  any  given  year, 
and  that  such  terminations  involve  less  than  two-tenths  of  one  percent  of 
the  participants  covered  by  all  such  plans. 

For  each  one  of  the  79  terminated  plans,  a  survey  form  and  a  cover 

letter  requesting  that  the  form  be  completed  and  returned  within  30  days  of 

receipt  were  mailed  to  the  person  or  organization  maintaining  the  records 

7/ 
of  the  terminated  plan.   Follow-up  mailings  and  telephone  calls  were  made 

for  plans  which  had  not  responded  to  the  survey  by  the  end  of  September  1972. 

As  of   July  1973,  survey  forms  had  been  received  for  64  of  the  plans, 

covering  57,690  participants,  and  survey  forms  had  not  been  received  for  15 


6^/  All  79  of  these  plans  are  pension  plans;  there  are  no  profit-sharing 
or  savings  plans  among  the  79.   These  79  plans  include  only  plans  which 
completely  terminated.   See  footnote  3  above. 

V  A  copy  of  the  survey  form  is  shown  in  the  Appendix,  at  the  end  of 
this  chapter. 
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of  the  nlans,  covering  about  27,000  participants.   The  64  plans  for  which 
completed  survey  forms  have  been  received  represent  81  percent  of  the  79 
terminated  plans  surveyed,  and  account  for  just  over  two-thirds  of  the  parti- 
cipants covered  by  the  79  plans.   Of  the  participants  in  the  64  plans 
responding  in  the  survey,  a  total  of  53,225  were  actively  employed  at  time 
of  termination,  4,110  were  retired  and  355  were  former  employees  with  deferred 
claims  for  benefits. 

Characteristics  of  Terminated  Multiemployer  Pension  Plans 

The  analysis  of  terminated  multiemployer  pension  plans  covered  the 
following  areas:   number  of  participants  at  termination;  frequency  of 
terminations  by  year;  reason  for  termination;  frequency  of  terminations 
by  industry;  age  of  plan  at  termination;  and  medium  of  funding. 

Table  1  shows  the  distribution  of  the  64  plans  for  which  completed  survey 
forms  were  received  in  each  of  these  areas. 

Number  of  Participants  at  Termination 

The  64  terminated  plans  for  which  survey  forms  have  been  received  covered 
a  total  of  57,690  participants  at  time  of  termination.   Plan  coverage  ranged 
from  a  low  of  24  up  to  a  high  of  10,123  participants.   The  median  number  of 
participants  covered  by  the  64  plans  at  termination  was  355.   Sixty-two  percent 
of  the  plans  covered  less  than  500  participants  at  termination.   Such  plans, 
however,  covered  only  12  percent  of  the  participants  involved  in  terminations. 
In  contrast,  nearly  three-fourths  of  all  participants  were  covered  by  plans 
with  1,000  or  more  participants.   These  plans  represent  only  19  percent  of 
all  terminations. 
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On  a  comparative  basis,  the  64  terminated  plans  tended  to  be  smaller 
in  terms  of  coverage  than  all  multiemployer  pension  plans.   In  1971,  39  percent 
of  all  multiemployer  plans  covered  less  than  500  participants,  and  42  percent 
covered  1,000  or  more  participants.   (See  table  2.)   However,  in  the  termi- 
nated plans,  those  with  less  than  500  participants  comprised  62  percent  of 
the  total,  while  those  with  1,000  or  more  accounted  for  19  percent  of  the 
total. 


Frequency  of  Terminations  by  Year 

Of  the  64  plans  for  which  survey  forms  have  been  received,  68  percent 
of  the  plans,  covering  67  percent  of  the  participants,  terminated  prior  to 
1969.   The  largest  number  of  terminations  among  these  64  plans  were  reported 
for  1967  and  1968,  when  14  and  13  plans,  respectively,  terminated.   Plans 
terminated  during  these  2  years  accounted  for  42  percent  of  the  terminations, 
but  covered  only  29  percent  of  the  participants  involved  in  terminations. 
Over  50  percent  of  the  participants  were  covered  by  plans  terminated  in  1965 
and  1969  --  2  years  in  which  a  relatively  small  number  of  plans  terminated. 
The  smallest  number  of  terminations,  involving  the  least  number  of  participants, 
were  reported  for  1971,  the  last  year  of  the  period  studied.   Only  3  plans, 
covering  about  700  participants,  terminated  during  that  year. 
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Table  6-1.  Selected  Characteristics  of  Terminated  Jointly  Administered 
Multiemployer  Pension  Plans  under  Collective  Bargaining,  1965-1971 


Merger  into  another  plan 
Dissolution  of  employer 

association  

Employers  required  to  con- 
tribute to  another  plan  

Plan  financially  insolvent  

Participants  dissatisfied 

with  plan  

Unknown  


55,944  i 

97 

i 
254  i 

y 

784  1 

1 

134  j 

1/ 

306  j 

1 

268  , 

1/ 

See  footnotes  at  end  of  table. 
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Table  6-1.   Selected  Characteristics  of  Terminated  Jointly  Administered 
Multiemployer  Pension  Plans  under  Collective  Bargaining,  1965-1971 

-  Continued  - 


Characteristic 


Plans 


Number 


Participants 


Percent 


Number 


Percent 


Industry 

Total 


Manufacturing  

Construction  

Wholesale  and  retail  trade  -- 
All  other 


'e  at  termination 


Total 


Less  than  3  years  

3  years  but  less  than  5 
5  years  but  less  than  10 
10  years  or  more 


Medium  of  funding 


Total 


Self-insured  

Insured  through  deposit 

administration  contract  

Other  insured  

No  medium  of  funding  selected 


64 


100 


31 

17 


48 
27 
12 
12 


57,690 


100 


38,423 

67 

4,491 

8 

12,309 

21 

2,467 

4 

Note:   Because  of  rounding,  sums  of  individual  percentages  may  not  equal  100. 

Source:   Information  supplied  by  plans  responding  in  the  survey,  and  reports 
filed  with  the  Department  of  Labor  pursuant  to  the  Welfare  and  Pension 
Plans  Disclosure  Act.   Data  are  for  64  of  the  79  terminated  plans  surveyed, 
covering  57,690  of  the  85,000  participants  in  the  79  plans. 


_1/  Less  than  one-half  of  one  percent. 


July  1973 
LMSA/OLMPD 
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Reason  for  Termination 

The  concentration  of  plan  terminations  in  certain  years  may  be  related 
to  the  reason  for  termination.   When  multiemployer  pension  plans  terminate, 
it  is  usually  because  the  union  and  the  employers  desire  to  consolidate  various 
pension  plans  to  which  they  are  parties  in  order  to  achieve  economies  in 
administration,  and  to  provide  uniform  benefits.   Thus,  the  high  incidence 
of  terminations  in  1967  and  1968  may  be  attributed,  in  part,  to  the  establish- 
ment of  broader  based  multiemployer  pension  plans  around  1967.   With  the  onset 
of  such  plans,  a  number  of  pension  plans  which  had  been  established  by  local 
unions  and  employers  were  terminated  and  merged  into  area,  regional  or  national 
plans.   For  example,  included  among  the  64  plans  were  8  plans  involving  local 
unions  located  in  one  state  which  were  affiliated  with  the  same  national  union. 
In  1967,  a  statewide  plan  was  established,  and  these  8  plans  were  merged  into 
it  during  1967  and  1968. 

Overall,  52  or  81  percent  of  the  64  plans  for  which  survey  forms  have 
been  received  terminated  because  of  merger  into  another  plan.   8^/  These  52 
plans  covered  97  percent  of  the  participants  in  the  64  plans.   Of  the  remaining 
12  plans,  4  terminated  because  the  employer  association  which  established  the 
plan  was  dissolved,   3  because  the  employers  were  required  to  contribute  to 
another  plan  on  behalf  of  their  employees,  2  because  the  plan  was  financially 


0/   That  terminations  of  multiemployer  pension  plans  characteristically 
occur  because  of  merger  into  another  plan  is  further  evident  from  the  fact 
that  all  15  of  the  plans  for  which  survey  forms  have  not  been  received  as  of 
July   1973  terminated  for  this  reason,  according  to  reports  filed  with  the 
Department  of  Labor  pursuant  to  the  WPPDA. 
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insolvent,  one  because  the  participants  were  dissatisfied  with  it,  and  2 
plans  did  not  report  the  reason  for  termination. 

Plans  which  terminated  because  of  merger  into  another  plan  were,  on 
the  average,  much  larger  than  plans  which  terminated  for  other  reasons. 
The  median  number  of  participants  covered  by  the  merged  plans  was  about 
400.   Plans  which  terminated  for  other  reasons  had  a  median  size  of  less 
than  100  participants  at  termination. 

Frequency  of  Terminations  by  Industry 

The  industry  distribution  of  the  64  terminated  plans  for  which  survey 
forms  have  been  received  differs  significantly  from  that  of  all  multiemployer 
pension  plans.   As  shown  by  table  2,  in  1971,  plans  in  manufacturing  accounted 
for  20  percent  of  all  multiemployer  plans  and  covered  27  percent  of  all 
participants,  while  plans  in  construction  accounted  for  52  percent  of  all 
plans  and  covered  32  percent  of  all  participants.   In  contrast,    of  the  64 
terminated  plans,  48  percent,  covering  67  percent  of  the  participants,  were 
in  manufacturing,  and  27  percent  of  the  plans,  covering  only  8  percent  of 
the  participants,  were  in  construction. 

Among  the  64  terminated  plans,  those  in  manufacturing  were,  on  average, 
much  larger  than  plans  in  other  industries.   The  median  number  of  partici- 
pants in  terminated  manufacturing  plans  was  about  500.   Plans  in  wholesale 
and  retail  trade  had  a  median  size  of  about  400  participants,  while  construction 
plans  had  a  median  size  of  about  200  participants.   For  all  multiemployer 
plans  in  1971,  wholesale  and  retail  trade  were,  on  average,  larger  than  plans 
in  other  industries  --  a  median  size  of  about  850  participants  as  compared 
to  a  median  size  of  about  750  participants  for  manufacturing  plans  and  about 
450  for  construction  plans. 
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Table  6-2.  Distribution  of  All  Jointly  Administered  Multiemployer  Pension 
Plans  under  Collective  Bargaining,  1971  and  Terminated  Plans,  1965-1971, 
by  Number  of  Participants,  Industry  and  Medium  of  Funding 


Al 


1  plans i   Terminated  plans 


Percent   Percent   Percent 


of    I    of 
plans   I  parti- 
cipants 


of 
plans 


Percent 

of 

parti- 

j  cipants 


Number  of  participants 

Total 

Not  reported  

Less  than  500  

500-999  

1,000  and  over  

Industry 

Total - 

Manufacturing  

Construction  

Wholesale  and  retail  trade  — 
All  other  -- - • 

Medium  of  funding 

Total - • 

Self-insured  

Insured  

Unknown  

No  medium  of  funding  selected' 


100 


39 
19 

42 


100 


20 

52 

9 

19 


100 


67 

29 

5 


100 


100 


100 


2 

3 

94 


100 


2 
62 
17 
19 


100 


27 

32 

9 

32 


100 


48 
27 
12 
12 


100 


12 
14 

74 


100 


78 

16 

6 


59 
40 


67 


21 

4 


100 


61 
39 


Note:   Because  of  rounding,  sums  of  individual  percentages'  may  not  equal  100. 

Source:   Data  on  terminated  plans  are  based  on  information  supplied  by 
plans  responding  in  the  survey,  and  reports  of  file  with  the  Department 
of  Labor  pursuant  to  the  Welfare  and  Pension  Plans  Disclosure  Act. 
Data  on  all  plans  are  based  on  unpublished  tabulations  of  the  Department 
of  Labor's  Bureau  of  Labor  Statistics.   Data  are  for  64  of  the  79  termi- 
nated plans  surveyed,  covering  57,690  of  the  85,000  participants  in  the 

79  plans. 

July  1973 
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Age  at  Termination 

The  median  age  of  the  64  plans  at  time  of  termination  was  8  years. 
Seventy-eight  percent  of  the  plans,  covering  78  percent  of  all  participants, 
had  been  in  existence  for  at  least  5  years  at  time  of  termination;  22  percent 
of  the  plans  had  been  in  existence  for  less  than  5  years  at  time  of  termination. 

The  older  plans  tended  to  be  much  larger  than  the  younger  plans.   Plans 
which  had  been  in  existence  for  at  least  5  years  had  a  median  size  of  about 
400  participants  at  termination.   The  median  number  of  participants  in  plans 
which  had  been  in  existence  for  less  than  5  years  was  about  250. 

Medium  of  Funding 

The  majority  of  terminated  plans  paid  benefits  directly  from  a  self- 
insured  trust  fund.   This  was  the  case  in  38  of  the  64  plans.   In  25  of  the 
remaining  26  plans,  benefits  were  provided  by  an  insurance  carrier,  usually 
from  funds  held  by  the  carrier  in  a  deposit  administration  account.   In  one 
plan  no  medium  of  funding  had  been  selected  as  of  the  date  of  termination. 
Plans  which  provided  benefits  from  a  self-insured  trust  fund  covered  the 
majority  of  the  participants  of  the  terminated  plans,  and  were,  on  average, 
larger  than  insured  plans.   Such  plans  covered  61  percent  of  all  participants, 
and  had  a  median  size  of  about  450  participants.   Insured  plans,  on  the  other 
hand,  covered  less  than  40  percent  of  all  participants,  and  had  a  median  size 
of  about  300  participants. 
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The  proportion  of  plans  which  provide  benefits  through  an  insurance 
carrier  is  higher  for  the  64  terminated  plans  than  for  all  multiemployer 
pension  plans  in  1971  --  40  percent  as  compared  to  29  percent,   (See  table  2.) 
Similarly,  such  insured  plans  covered  a  higher  proportion  of  the  participants 
of  the  terminated  plans  than  of  all  plans  in  1971  --  39  percent  as  compared 
to  16  percent. 

Benefit  Losses  in  Terminated  Multiemployer  Pension  Plans 

There  is  a  low  incidence  of  benefit  losses  in  the  64  terminated  plans 
for  which  survey  forms  have  been  received,   V   In  59  of  the  64  plans  none 
of  the  participants  lost  benefits.   There  were  5  plans  in  which  there  were 
or  may  be  benefit  losses  to  674  participants.   These  674  participants  repre- 
sent just  over  one  percent  of  the  total  number  of  participants  in  the  64 
terminated  plans  and  less  than  one-hundreth  of  one  percent  of  the  total  number 
of  participants  in  all  multiemployer  pension  plans  in  1971,   At  time  of 
termination,  100  of  these  674  participants  were  retired;  6  were  eligible  for 
normal  retirement;  306  were  active  employees  with  fully  vested  benefits;  and 
262  were  active  employees  without  fully  vested  benefits,   A  total  of  57,016 
participants  or  slightly  less  than  99  percent  of  all  participants  in  the  64 
plans  did  not  lose  benefits. 


V  As  of   July  1973,  survey  forms  had  not  been  received  for  15  termi- 
nated plans,  covering  about  27,000  participants.   According  to  reports  filed 
by  these  plans  with  the  Department  of  Labor  pursuant  to  the  WPPDA,  all  15 
terminated  because  of  merger  into  another  plan.   Of  the  64  plans  for  which 
survey  forms  have  been  received,  52  terminated  because  of  merger  into  another 
plan,  and,  as  is  detailed  in  a  following  section,  there  were  no  benefit  losses 
in  these  52  plans.   On  the  basis  of  this  data,  it  would  appear  that,  character- 
istically, there  are  no  benefit  losses  when  a  multiemployer  pension  plan 
terminates  because  of  merger  into  another  plan.   Thus,  it  is  reasonable  to 
assume  that  there  were  no  benefit  losses  in  the  15  terminated  plans  which 
had  not  responded  to  the  survey  as  of   July  1973. 
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Plans  with  Benefit  Losses 

On  the  basis  of  information  submitted  by  respondents,  there  were  benefit 
losses  for  540  participants  in  3  plans,  and  there  may  be  benefit  losses  for 
another  134  participants  in  2  other  plans.   As  will  be  detailed  below,  for 
the  2  plans  in  which  there  may  be  losses,  the  information  submitted  is  such 
that  no  determination  can  be  made,  at  this  time,  on  the  extent  of  benefit 
losses,  if  any.   In  the  3  plans  in  which  there  were  losses,  participants  who 
lost  benefits,  lost  all,  or  nearly  all,  of  their  accrued  benefits. 

All  5  of  the  plans  in  which  there  were  or  may  be  benefit  losses  were 
relatively  small  in  terms  of  number  of  participants  covered.   The  largest 
plan  covered  306  participants,  and  3  of  the  plans  covered  less  than  100  parti- 
cipants.  In  contrast,  the  median  number  of  participants  covered  by  all  64 
of  the  terminated  plans  was  355.   Only  one  of  the  5  plans  had  been  in  existence 
for  less  than  3  years  at  ti.ie  of  termination;  2  had  been  in  existence  for  3 
but  less  than  5  years;  and  2  had  been  in  existence  for  over  10  years.   In 
3  of  the  5  plans,  benefits  were  provided  from  a  self-insured  trust  fund, 
and  in  2  of  the  5  plans,  benefits  were  provided  by  an  insurance  carrier. 
With  respect  to  reason  for  termination,  2  of  the  plans  terminated  because 
the  plan  was  financially  insolvent,  one  because  the  participants  were  dis- 
satisfied with  the  plan,  one  because  the  employers  were  required  to  contribute 
to  another  plan  on  behalf  of  their  employees,  and  one  plan  did  not  report  the 
reason  for  termination. 
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One  of  the  3  plans  in  which  there  were  benefit  losses  was  a  self-  insured 
plan  which  had  been  in  existence  for  under  3  years  at  time  of  termination. 
This  plan,  which  terminated  because  the  participants  were  dissatisfied  with 
it,  covered  306  participants  at  termination,  all  of  whom  were  active  employees 
with  fully  vested  benefits.   At  termination,  the  average  present  value  of 
the  accrued  benefits  of  these  306  participants  was  $4,150,  and  the  amount 
allocated  per  participant  was  $220.   Thus,  in  this  plan,  participants  lost 
an  average  of  $3,930  or  95  percent  of  the  present  value  of  their  accrued 
benefits. 
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The  second  plan  with  losses  was  insured  through  a  deposit  administration 
contract,  and  it  had  been  in  existence  for  4  years  at  time  of  termination. 
This  plan,  which  terminated  because  the  employers  were  required  to  contribute 
to  another  plan  on  behalf  of  their  employees,  covered  85  participants  at 
termination.   Of  these  85  participants,  8  were  retirees,  6  were  eligible 
for  normal  retirement,  and  71  were  active  employees  without  fully  vested 
benefits.   At  termination,  the  plan  purchased  full  annuities  for  the  8  retirees, 
and  allocated  the  remaining  funds  to  the  6  participants  eligible  for  normal 
retirement.   For  the  6  participants  eligible  for  normal  retirement,  the 
average  present  value  of  benefits  was  $5,200,  and  the  average  amount  allocated 
was  $830.   Thus,  these  6  participants  lost  an  average  of  $4,370  or  84  percent 
of  the  present  value  of  their  accrued  benefits.   The  71  participants  without 
fully  vested  benefits  lost  100  percent  of  the  present  value  of  their  accrued 
benefits. 

The  third  plan  with  losses  was  insured  through  a  deposit  administration 
contract,  and  it  had  been  in  existence  for  4  years  at  time  of  termination. 
No  reason  was  reported  for  termination;  however,  subsequent  to  termination, 
this  plan  was  taken  over  for  liquidation  by  the  New  York  State  Insurance 
Department.   At  termination,  the  plan  covered  157  participants  --  15  retirees 
and  142  active  employees  without  fully  vested  benefits.   The  present  value 
of  benefits  and  amount  allocated  by  category  of  participant  for  this  plan 
are  unknown;  however,  data  are  available  on  the  total  amount  of  the  present 
value  of  benefits  and  the  total  amount  allocated.   At  termination,  the  total 
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amount  of  the  present  value  of  benefits  was  about  $94,000  --  about 
$600  per  participant  --  and  the  total  amount  allocated  was  about  $18,000  -- 
about  $115  per  participant.   Thus,  participants  in  this  plan  lost  an 
average  of  about  80  percent  of  their  accrued  benefits. 

The  two  plans  in  which  there  may  be  benefit  losses  were  taken  over 
for  liquidation  by  the  New  York  State  Insurance  Department  subsequent 
to  termination.   At  time  of  termination,  each  of  the  plans  had  been  in 
existence  for  over  10  years,  and  they  covered  a  total  of  134  participants. 
Both  of  the  plans  were  self- insured,  and  each  terminated  because  the  plan 
was  financially  insolvent.   As  of  July  1973,  the  New  York  State  Insurance 
Department  had  not  completed  liquidation  procedures  for  these  two  plans, 
and  until  such  procedures  are  completed,  no  actuarial  valuation  on  the 
present  value  of  benefits  will  be  made  by  that  agency,  and  the  amount 
which  will  be  available  for  allocation  to  participants  will  not  be  known. 10/ 


10/  In  1971,  according  to  reports  filed  with  the  Department  of  Labor 
by  the  New  York  State  Insurance  Department,  one  of  the  plans  had 
assets  of  slightly  more  than  $21,000  or  about  $330  per  partici- 
pant, and  the  other  had  assets  of  nearly  $65,000  or  about  $840 
per  participant.   For  each  of  these  plans,  the  amount  which  will 
be  available  for  distribution  when  liquidation  procedures  are 
completed  may  be  less  than  the  amount  of  the  1971  assets  because 
of  administrative  charges  levied  against  the  plans  by  the 
Insurance  Department. 
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Plans  with  No  Losses  in  Benefits 

There  were  59  plans  in  which  no  losses  in  benefits  occurred.   These  59 
plans  covered  57,008  participants  at  termination.   Of  these  59  plans,  52 
terminated  because  of  merger  into  another  plam,  4  because  the  employer  asso- 
ciation which  established  the  plan  was  dissolved,  and  2  because  the  employers 
were  required  to  contribute  to  another  plan  on  behalf  of  their  employees; 
in  one  plan,  no  reason  was  reported  for  termination. 

There  is  a  low  incidence  of  benefit  losses  in  terminated  multiemployer 

plans  because,  as  previously  noted,  when  such  plans  terminate,  it  is  usually 

because  of  merger  into  another  plan.   Typically,  when  a  merger  occurs,  the 

assets  of  the  terminated  plan  are  transferred  to  a  successor  plan,  and  all 

participants  of  the  terminated  plan  become  participants  of  the  successor  plan, 

with  full  credit  for  all  accrued  benefits.   This  procedure  of  transferring 

benefits  accrued  under  a  terminated  plan  to  a  successor  plan  is  illustrated 

by  the  merger  agreement  between  one  of  the  terminated  plans  (a  regional  plan) 

and  the  plan  into  which  it  merged  (a  national  plan): 

"Effective  October  1,  1967,  th£  /national  plan/  assumes  the  liability 
for  all  Pensioners  under  the  /regional  planZ,  and  guarantees  the  payment 
of  all  pens ion_bene fits  for  the  lives  of  all  Pensioners  on  the  pension 
rolls  of  the  /^regional  plan/  on  September  30,  1967,  and  at  the  monthly 
benefit  amount  in  effect  under  the  /^regional  plan/  on  September  30,  1967. 
The  /national  plan/  shall  provide  all  Pensioners  the  Three-Year  Guaran- 
tee or  Certain  Featu^res  to  which  they  were  entitled  under  Article  V, 
Section  2,  of  the  /^regional  plan/.   I^n  the  event, _subsequent  to  October  1, 
1967,  the  Board  of  Trustees  of  the  /^national  plan/  increases  the  bene- 
fits provided  to  Pensioners  who  retired  under  the  /national  plan/  prior 
to  October  1,  1967,  the  Trustees  will  provi^de  comparable  increased 
benefits  to  Pensioners  retired  under  the  /regional  plan/. 


"The  /national  plan/  shall  grant  full  credit  to  all  Active  Employees 
for  each  year  and  portion  thereof  of  /credi_t/  sa_id  Active  Employees 
earned  under  the  rules  and  regulations  of  the  /regional  plan/  up  to 
October  1,  1967,  at  the  monthly  benefit  rate  in  effect  on  September  30, 
1967. 

"Upon  the  retirement  of  an  Employee  who  was  an  Active  Employee  under 
the  /regional  plan/  on  September  30,  1967,  a  calculation  shall_be  made 
of:  _(i)  the  Pension  Credit  earned  by  the  Employee  under  the  /regional 
plan/  to  October  1,  1967,  and  (ii)  the  amount  of  'past  service  pension' 
the  Employee  would  have  earned  up  to  October  1,  1967,  under  the  /national 
plan/  as  then  in  effect.   The  Employee  will  be  entitled  to  receive  the 
higher  of  the  two  benefits  for  such  service  prior  to  October  1,  1967. 
To  this  amount  shall  be  added  the  £ension  benefit  amounts  earned  on  and 
after  October  1,  1967,  under  the  /^national  plan/-" 

In  all  52  of  the  plans  terminating  by  merger,  the  accrued  benefits 
of  all,  or  nearly  all,  participants  were  transferred  to  a  successor  plan. 
In  those  instances  in  which  the  accrued  benefits  of  some  participants 
were  not  transferred,  the  terminated  plan  set  aside  sufficient  funds  to 
pay  the  benefits  of  such  participants. 

There  were  7  plans  among  the  59  in  which  no  benefit  losses  occurred 
which  terminated  for  reasons  other  than  merger.   Four  of  these  plans 
terminated  because  the  employer  association  which  established  the  plan 
dissolved.   In  all  4  of  these  plans,  each  employer  who  had  been  a  party 
to  the  terminated  plan  established  a  plan  for  his  own  employees,  and  all 
benefits  accrued  under  the  terminated  plan  were  transferred  to  the  new 
plan.   Two  of  the  7  plans  terminated  because  employers  were  required  to 
contribute  to  another  plan  on  behalf  of  their  employees.   In  one  of  these 
plans,  all  accrued  benefits  were  fully  funded  by  insurance.   In  the  other 
plan,  each  participant  received  a  lump-sum  amount  equal  to  the  present 
value  of  accrued  benefits.   One  of  the  7  plans  with  no  benefit  losses  did 
not  report  the  reason  for  termination.   This  plan  was  taken  over  for 
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liquidation  by  the  New  York  State  Insurance  Department  subsequent  to  termi- 
nation, and  all  participants  received  an  amount  equal  to  the  value  of  their 
accrued  benefits. 
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Chapter  6 
APPENDIX 


U.S.  DEPAETMEINT  OF  LABOR 

Labor-Majiagement  Services  Administration 

Labor-Management  Policy  Development 

Washington,  B.C.  20210 


SITRVEY  FOBM  FOR  TERMIWATEa)  (INCLOBING  MERGED) 
MULTI-EMPLOYER  PENSION  PLANS 


EXCEPT  AS  OTHERWISE  INBICATEB,  ALL  ITEMS  IN  THE  SURVEY 
FORM  SHOULD  BE  PILLEB  IN  OR  MAEKEB  "NONE"  OR  "NOT 
AVAILABLE"  OR  "NOT  APPLICABLE"  AS  APPROPRMTE .   IF 
ESTIMATES  ARE  USED,  PLEASE  SO  INDICATE  BY  WRITING  "EST." 
NEXT  TO  THE  FIGURE  ESTIMATEB. 

READ  INSTRUCTIONS  CAREFULLY  BEFORE  COMPLETING  FORMo 


PART  I  -  TO  BE  COMPLETED  BY  ALL  TERMINATED  PLANS 


1.  Name  of  employer,  employer  association  or  employee  organization  with 
vAiich  terminated  plan  is  identified:  


2.  Name  of  terminated  plan: 


3.  Name  and  addreae  of  indJ ridual  maintaining  the  records  of  the  termi- 
nated plan:  


U.  Department  of  Labor  identification  number  of  terminated  plan  (W.P, 
Pile  No.):  

5.  Internal  Revenue  Service  trust  fund  identification  number  of  termi- 
nated plan: 


LMSA  $3T  (7/2) 
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6.     Effective  date  of  plan:  7,     Effective  date  of  termi- 

xiation:  '  ' '   '.      ' 


8,  Reason  for  termination  (Chock  applicable  categorieo) 

^a.  Merger  into  another  plan 

^b.  Adoption  of  a  now  superoeding  plan 

c.  Financial  causes 

^d.  Problems  of  employer  participation 

^e.  Liquidation  or  dioBolution  of  employer  association 

f ,  Liqviidation  or  dissolution  of  employee  organization 
g.  Other  (Specify) 


9.  If  Items  8(a)  or  (b)  wero  checked,  give  the  Department  of  Labor  iden- 
tification nvunber  (V/,P,  File  No.)  of  the  plan  with  which  the  termi- 
nated plan  merged,  or  the  new  superseding  plan:  ________________^ 

10.  Method  through  which  benefits  wero  provided  by  the  terminated  plan 
(Check  applicable  categories) 

^a.  Trust  or  other  separately  maintained  fxmd  (Solf-Insured) 


_b.  Insured  througli  Deposit  Administration  Contract 
c.  Other  insured 


11.  Nijmbor  of  plan  paxticipants  as  of  date  of  plan  torroination: 
1.  Retired  (including  disability  retirees)  _ 


2.  Former  omployoeo  (other  than  retirees)  with  deferred 
claims  (rested  benefitn)  pnior  to  plan  termination 

3.  Active  (other  than  former  employees  with  deferred 
claims) 

a.  Active  participants  with  fully  vested  benefits 

b.  All  other  active  participants 

c.  Total  active  participants 

U.  Total  participtonts  (Add  Linos  1,  2  and  3(c)) 
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12.  Were  any  amendments  adopted  vdiich  increased  or  decreased  benefits 
in  the  5  years  p3?eceding  the  date  of  termination?  ^Yes  No 

a.  If  "yes,"  in  the  space  provided  below,  give  the  effective  date 
of  each  amendment,  a  brief  description  of  the  amendment  and 
note  the  category  of  participant  affected  (e.g.,  all,  active, 
retired,  etc.) 


PAET  II 


I  PAHT  II  -  SECTION  Tl 


Part  II,  Seotior  \  is  to  be  completed  by  all 
terminated  plajis  which  merged  into  another 
plan,  or  adopted  a  new  superseding  plan. 


1.  Bid  the  plan  into  which  the  terminated  plan  merged,  or  the  new  super- 
seding plan  assvime  the  total  accrued  benefits  of  all  participants  and 
claimants  of  the  terminated  plan?  Yes  No 
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2. 


If  the  answer  to  Item  1  is  "no,"  check  each  of  the  following  cate- 
gories of  participants  or  claijnajitn   of  the  terminated  plan  for  which 
the  total  accrued  benefits  w^re  not  asmimed  by  the  plan  into  which 
the  terminated  plan  merged,    or  the  new  superseding  plan  and  complete 
Fart  II,   Section  B  only  for  those   categories  checked. 

^a.     Retirees  and  beneficiaries   (including  disability  retirees) 

_t>.     Eligible  for  normal  retirement 


_o.     Eligible  for  early  (but  not  normal)   retirement 

_d.     Fully  vested  prior  to . termination  (other  than  normal 
or  early  retirement) 

_e.     Former  employees   (other  than  retirees)  with  deferred 
claims   (vested  benefits)   prior  to  plan  termii^tion 

_f.     All  other  active  participants 


I  PART  II  -  SECTION  T] 


Part  II,   Section  B  is  to  be   completed  by  all   termi- 
nated plans  which  dii  not  merge  into  another  plan, 
or  adopt  a  new  superseding  plan.     Terninated  plans 
which  merged  into  another  plan,    or  adopted  a  new 
superseding  plan  are  to  complete  pEtrt  II,   Section  B 
only  with  respect  to  those  categories  of  partici- 
pants or  claimants  for  which  the   total  accrued  ben- 
efits were  not  assvuned  by,    or  transferred  to,   the 
other  plan. 

If  data  cannot  be  provided  separately  for  the  cate- 
gories,   indicate  by  brackets  and  note  in  the  remarks 
section  which  cate^rieo  li.v/e   been  combined. 
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PART  II  -  SECTION  B 


Category  of  participant 

Total  num- 
ber of  peu:- 
ticipants 
( other  thni 
partici- 
pants 

with  fully 
funded  in- 
svired  ben- 
efits) 
(a) 

Aocrufid  benflfits 

(other  than  benefits 

fully  funded  by 

insuxance) 

Amovmt  dis- 
tributed 
or  to  be 
distribu- 
ted by  the 
terminated 
plan 

(d) 

Amount  of 
the  pre- 
sent value 
of  accrued 
benefit 

or  olalmant  as  of 
the  date  of  plan 
termination 

Amount 
(b) 

Present 
value  * 

(c) 

liability 
assumed  by 
successor 
plan  l/ 

(e) 

1.  Retirees  and  bene- 
ficisaries  (inclu- 
ding disability  re- 
tirees) 

$ 

$ 

$ 

s 

2.  Eligible  for  normal 
retirement 

3.  Eligible  for  early 
(but  not  normal) 
retirement 

1+.  Fully  vested  prior 
to  termination 
(other  than  normal 
or  early  retirement) 

5,  Former  employees 

(other  than  retirees 
with  deferred  claims 
(vested  benefits) 
prior  to  termination 

6.  All  other  active  pear 
ticipants 

■ 

7.  Total  (Add  Lines  1 
throu**!  6) 

8.  Net  amount,  if  any, 
returned  to  employ- 
ers 

s 

XXX 

XXX 

XXX 

XXX 

*  In  computing  present  value  of  accrued  benefits,  interest  rate  assumption 
was  percent. 

Remarks  (if  additional  space  is  needed,  continvie  on  next  page): 


1/  The  term  successor  plan  is  used  to  denote  the  plan  that  the  terminated 
plan  merged  with,  or  the  new  superseding  plan. 
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Remarks,  PART  II,  SECTION  B,  cont. 


Person  responding  to  survey  form: 


Name 


Address 


Telephone  No, 


Relationohip  with  terminated  or 
Buooeenor  plan  
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INSTRUCTIONS  FOR  COMPLETING  SURVEY  FORM 

FOR  TERKmATBD   (INCMIDING  MERGSD)   MUKri-EMPLOYBR  PE2?SI0}f  PLANS 

(To  correspond  vd.th  manbered  items  and  lettered  coluans) 


PART  I 


ITEM  1  -  Name  of  employer,  etc.  with  which  terminated  plan  is  identified 
Enter  the  name  of  the  entity  with  which  the  plan  is  identified  as 

last  reported  on  the  "Employee  Welfare  or  Pension  Benefit  Plan  Description 

Form"  (Form  D-l). 

ITEM  2  -  Name  of  terminated  plan 

Enter  the  plan  name  as  last  reported  on  the  "Employee  Welfaxe  or  Pen- 
sion Benefit  Plan  Description  Form"  (Form  D-l), 

ITEM  3  -  Name  ajgd  address  of  individ\ial  maintaining  the  records  of 
the  terminated  plan  (Self-explanatory) 

ITEM  k  -   Department  of  Labor  identification  number  of  terminated  plan 
Enter  the  number  assigned  to  the  plan  by  the  Department  of  Labor  for 
purposes  of  reporting, 

ITEM  S  -   Internal  Revenue  Service  trust  fund  identification  number 
This  item  refers  to  the  tinist  fund  number  which  is  reported  by  the 
plan  fiduciary  to  the  Internal  Revenue  Service  on  the  "Annual  Return  of 
Fiduciary  of  Employees'  Pension  or  Profit-Sharing  Trust"  (Treas\iry  Depart- 
ment Form  990-P), 

ITEM  6  -  Effective  date  of  plan 

This  is  the  date  on  which  eligible  employees  became  participants  and 
benefits  began  to  accrue, 

ITEM  7  -  Effective  date  of  termination 

Enter  the  date  on  which  benefits  ceased  to  accrue  under  the  plan, 

ITEM  8  -  Reason  for  termination 

Financial  caiises  relate  to  financial  insolvenoy  of  the  fund,  employers 
going  out  of  bueinesB,  etc.  Problems  of  employer  participation  inoliide 
such  matters  as  failure  of  eligible  employers  to  become  participating 
employers,  withdrawal  of  participating  employers,  etc. 

ITEM  9  -  Department  of  Labor  identification  number  of  the  plan  with 
vdiioh  the  terminated  plan  merged,  or  the  new  superseding 


See  instructions  to  Item  I4.,  Part  I. 
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ITEM  10  -  Method  throu;^  which  benefits  were  provided  by  the  termi- 
nated plan  (Self-a.Tplanatory) 

ITEM  11  -  Number  of  plan  participants  as  of  date  of  plan  termination 

LINE  1  -  Include  in  this  category  all  retiired  peirticipants   (normal, 
eaxly  and  disability)   as  of  the  date  of  termination, 

LINE  2  -  Include  in  this  category  all  former  employtes  who  had  claims 
for  deferred  benefits  as  of  the  date  of  plan  termination.  Usually  these 
former  employees  will  be  those  who  left  the  plan  prior  to  termination  with 
some  vested  ri^ts, 

LINE  3(a)  -  Include  in  this  category  all  active  participants  (employed, 
on  furlough  or  leave  of  absence)  whose  ri^ts  were  fully  (lOOffd)  vested  as  of 
the  date  of  termination. 

LINE  3(b)  -  Include  in  this  category  all  participants  (employed,  on 
furlou^  or  leave  of  absenoe)  vAioae  ri^ts  were  not  fully  vested  as  of  the 
date  of  termination, 

ITEM  12  -  Changes  in  benefits  in  the  5^  years  preceding  termination 
Amendments  which  increased  or  decreased  benefits  include  those  v4iich 
directly  affected  benefit  amoimtB,  such  as  a  change  in  the  benefit  formula  or 
in  the  flat  benefit;  and  those  which  indirectly  affected  oenefit  amounts  such 
as  a  change  in  the  number  of  hoiixa  of  employment  required  for  one  year  of 
credited  service  or  the  number  of  yesirs  of  credited  service  needed  to  qualify 
for  benefits. 


PART  II 
PART  II  -  SECTION  A 


ITEM  1  -  Assumption  by  a  suooeseor  plan  of  the  accrued  benefit  liabil- 
ity of  the  terminated  plan 

If  the  total  amount  of  benefits  accrued  under  the  terminated  plan  by 
all  participants  or  claimants  was  assumed  by,  or  transferred  to,  the  plan 
into  -vriiich  the  terminated  plan  merged,  or  the  new  supc^rseding  plan,  check 
"yes,"  If  the  plan  into  v,'hich  the  teimi.nated  plan  merged,  or  the  nev?  super- 
seding plan,  did  not  assume  the  total  a:aount  of  benefits  accrued  by  all 
participants  or  clainante  of  the  termiriated  plan,  check  "no,"  and  complete 
Item  2. 

ITEM  2  -  Categories  of  participants  and  claimants  for  which  the  total 
benefits  accrued  under  the  terniziated  plan  were  not  assumed 
by  tVie  successor  plan 
LINE  2(a)  -  This  category  refers  to  all  retirees  (normal,  early  and 
disability)  and  beneficiaries,  other  than  beneficiaries  to  vAiom  lump-sum 
payments  were  made  prior  to  terminatioBj 
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LINE  2(b)  -  This  category  refers  to  all  active  participants  (employea, 
on  furlou^  or  leave  of  absence)  who  were  eligible  for  normal  retirement 
benefits,  but  who  had  not  retired  as  of  the  date  of  termination. 

LINE  2(c)  -  This  category  refers  to  all  active  participants  (employsd, 
on  furlou^  or  leave  of  absence)  who  were  eligible  for  early  retirement  bene- 
fits, but  who  had  not  retired  as  of  the  date  of  termination. 

LINE  2(d)  -  This  category  refers  to  all  active  participants  (employed, 
on  furlou^  or  leave  of  absence)  whose  ri^ts  were  fully  (lOO^)  vested 
prior  to  termination,  but  who  were  not  eligible  for  either  early  or  normal 
retirement. 

LINE  2(e)  -  This  category  refers  to  former  employees  who  had  claims 
for  deferred  isenefits  as  of  the  date  of  plan  termination.  Usixally  these 
former  employees  will  be  those  who  left  the  plan  prior  to  termination  with 
some  vested  rii^ts. 

LINE  2(f)  -  This  category  refers  to  all  active  participants  other 
than  those  listed  in  Lines  2(a)  throu^  (e). 


PART  II  -  SECTION  B 


Part  II,  Section  B  relates  generally  to  noninsured  plans  under  which 
the  benefits  of  participants  were  paid  from  the  assets  of  a  trust,  c\istodial 
account,  or  other  fiduciary  account.  For  such  plans,  Part  II,  Section  B 
is  to  be  filled  out  in  accordanco  with  the  instructions  detailed  below.  In 
case  of  ini-ored  plans,  the  following  iiistruotions  apply: 

1,  If,  at  the  date  of  termination,  the  plan  was  fully  funded  by 
insurance  and  anntiity  contracts  in  which  al]  of  tho  accrued 
benefits  of  individuals  (including  active  participants  who 
had  not  achieved  vested  status)  were  guaranteed  by  an  insur- 
anoa  company,  please  note  this  in  the  remarks  section  of 
Paxt  II,  Section  B.  Do  not  make  any  other  entries  in  Part 
II.  Section  B. 

2.  If,  at  the  date  of  termination,  the  plan  wae  partially  funded 
by  insurance  and  annuity  contracts  in  v;hloh  the  accrued  bene- 
fits of  individuals  were  guaranteed  by  an  inaurance  company, 
please  note  this  in  the  remarks  section  of  Part  II,  Section  B 
and  complete  Part  II.  Section  B  with  respect  to  the  accrued 
benefits  which  were  not  so  funded  in  accordance  with  the  in- 
structions detaj-led  below. 

The  information  requested  in  Part  II,  Section  B  is  for  the  date  of 
plan  termination.  If  an  actuarial  valuation  as  of  the  date  of  termination 
was  not  made  and  the  information  entered  is  for  a  date  other  than  at 
termination,  please  note  this  in  the  remarks  section  of  Part  II,  Section  B, 
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In  Lines  1  throu^  6,  include  only  those  partioipaji-.s  vAioae  benefits 
represented  a  claim  against  the  assete  of  the  trust  or  fu.id,  or  whose 
benefits  vrere  not  completely  guaranteed  by  an  insurance  company.  See 
instructions  to  Item  2,  Part  II,  Section  A  for  type  of  participants 
to  be  included  in  each  category, 

COLUMN(b)  -  For  purposes  of  determining  accrued  benefits,  compute  the 
benefits  accrued  on  the  basis  of  the  follovdjig  formula: 

The  amount  of  benefits  each  participant  of  the  termi:-.ated  plan  wotild 
have  been  entitled  to  at  normal  retirement  at  his  average  salary,  as 
of  the  date  of  plan  termination,  computed  in  accordance  with  the  plan 
provisions  applicable  at  normal  retirement  (assuming  he  did  not  die  or 
otherwise  leave  the  plan)  multiplied  by  the  ratio  of  the  number  of  years 
of  credited  service  to  date  of  termination  to  the  number  of  years  of 
credited  service  that  would  have  been  available  at  normal  retirement 
age,  if  the  plan  had  not  been  torminated.  If  the  terms  of  the  plan 
do  not  provide  for  an  uncredited  waiting  period,  "credited  service" 
should  be  computed  from  the  date  of  employment;  if,  however,  the  plan 
provides  for  an  uncredited  waiting  period,  "credited  service"  shovdd  be 
computed  from  date  of  completion  of  the  uncredited  waiting  period. 

Accrued  benefits  shoiold  be  computed  without  regard  to  whether  f\ands  are 
available  to  finance  them,  or  whether  they  are  vested  prior  tD  date  of 
termination, 

COLUMNCc)  -  Enter  in  Column(c)  the  present  value  (as  of  the  plan's  termi- 
nation date;  of  accrued  benefits  shown  in  Col\jnin(b)  computed  on  the  basis  of 
"present  value"  tables.  Enter  in  the  space  provided  in  the  footnote  the 
assumed  discount  rate  used  in  computing  such  present  values.  In  the  oa^e 
of  an  anniiity  or  comparable  type  plans,  the  cost  of  an  annuity  covering  all 
accrued  benefits  may  be  used  in  lieu  of  computing  the  present  value  of  the 
benefits  shown  in  Column(b) , 

COLUMN(d)  -  Enter  the  market  value  of  benefits  distributed  or  proposed 
to  be  distributed  by  the  terminated  plan  as  of  the  termination  date — even 
thou^  actual  distribution  may  not  have  been  completely  effected  by  that  time^ 
In  case  a  trust,  custodial  account,  or  fiduciary  account  will  continue  after 
the  plan's  termination  and  th-  market  val\ie  of  distributable  amounts  cannot 
readily  be  determined,  enter  the  estimated  amount  that  is  likely  to  be  dis- 
tributed until  the  assets  of  the  fund  or  trust  are  exhausted.  In  such  cases, 
please  indicate  by  a  footnote  that  the  amounts  in  Column(d)  are  "estimated, 
since  trust  continues  a^ter  termination." 

COLUM(e)  -  In  the  case  of  a  plan  which  merged  into  another  plan,  or 
adopted  a  new  superseding  plan,  enter  the  amount  of  the  present  valtie  of  the 
aooured  benefit  liability  >diioh  was  ass-umed  by  the  sucoet-sor  plan. 

(if  oata  cannot  be  provided  separately  for  the  cate^^oriea  in  Part  II, 
Section  B,  indicate  by  brackets  and  note  in  the  remsirks  i^ection  vAiich  cate- 
gories have  been  combined.) 


I 


u 


Tre 
HI> 
/7i06 
.115  A21 
/.I 


U.S.  Dept.  of  the 
Treasury. 

Study  of  pension  plan 
terminations,  1972. 


n 


IlilMHIIWIIIIJIII 
1    0069389 


■ 


